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Budget  Message 

By 

GOVERNOR  GOODWIN  J.   KNIGHT 

1956-57   Budget 

To  the  Senate  and  Assembly  of  the  Legislature  of  California-. 

I  submit  the  Budget  for  the  State  of  California  for  the  fiscal 
year  beginning  July  1,  1956,  and  ending  June  30,  1957,  in  com- 
pliance with  the  Constitution. 

This  is  a  budget  reflecting  a  sound  condition  of  state  finances 
and  a  prosperous  economy.  It  presents  a  forward-looking  pro- 
gram of  services  for  a  growing  State,  but  it  calls  for  a  careful 
husbanding  of  expenditures.  It  is  a  budget,  I  am  happy  to  report, 
which  will  be  financed  within  the  existing  revenue  structure  with- 
out new  or  increased  taxes. 

Our  state  revenues,  geared  as  they  are  to  income  and  business 
activity,  are  much  higher  than  our  estimates  of  a  year  ago,  which 
were  in  line  with  the  forecasts  of  the  leading  economists  of  the 
Nation.  Economists,  so  far  as  I  can  find,  did  not  have  the  temerity 
at  that  time  to  predict  the  present  level  of  prosperity  and  I  for 
one  do  not  condemn  them  for  their  conservatism.  I  am  thankful 
that  increases  in  revenues,  together  with  savings  by  careful  fiscal 
management,  permit  us  now  to  forecast  a  substantial  surplus  at 
the  close  of  the  current  year  instead  of  the  anticipated  deficiency 
we  faced  a  year  ago.  The  revenue  estimates  in  this  Budget  for 
the  coming  fiscal  year  reflect  the  present  high  levels  of  economic 
activity,  with  forecasts  of  moderate  increases  based  upon  careful 
appraisal  of  the  outlook.  As  in  past  years  we  have  had  the  very 
valuable  assistance  of  able  economists  in  industry  and  finance  in 
making  these  forecasts.  Let  me  remind  you,  however,  that  our  rev- 
enues respond  very  sensitively  to  a  change  in  the  national  and 
state  economy.  An  increase  or  decrease  of  only  1  percent  means 
a  difference  of  $10,000,000  in  General  Fund  revenues,  and  our 
estimates  could  easily  be  that  much  too  high  or  too  low. 

You  will  observe  that  a  reserve  of  $10,400,000  has  been  set  aside 
for  appropriation  for  rehabilitation  of  flood  damage  in  accord- 
ance with  the  recommendations  I  am  making  to  you  in  the  special 
session. 

EXPENDITURE  REQUIREMENTS 

It  will  require  a  total  of  $1,736,112,983  to  meet  the  State's  obli- 
gations and  needs  in  the  ensuing  year.  This  is  an  increase  of 
$129,949,012  or  8.1  percent  over  the  estimated  expenditures  for 
the  current  year  ending  June  30,  1956.  Again  the  increase  in 
expenditures  is  brought  about  primarily  by  the  State's  continued 
rapid  growth.  California,  with  nearly  13,500,000  people  in  1956, 
has  added  2,800,000  to  its  population  in  the  last  six  years.  We 
have  grown  almost  three  times  as  fast  as  the  Nation.  We  have 
had  to  crowd  into  six  years  the  solution  of  problems  which  other 
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states  on  the  average  could  deal  with  at  a  leisurely  16-year  pace. 
There  is  no  prospect  for  any  easing  of  our  pace  in  the  years 
ahead. 

A  large  part  of  the  operating  expenditure  and  capital  outlay 
schedules  for  the  departments  and  institutions  of  the  State  Gov- 
ernment have  already  been  reviewed  by  the  Assembly  Committee 
on  Ways  and  Means  and  the  Senate  Finance  Committee.  I  know 
these  committees  have  found  the  Budget  recommendations  to  have 
been  well  justified  and  based  upon  prudent  and  economical  criteria. 

STATE  OPERATIONS 

Generally  the  expenditure  proposals  for  operating  the  agencies 
of  the  State  Government  follow  the  policy  of  maintaining  existing 
levels  of  expenditures  for  an  interim  budget  session  year  with  only 
the  adjustments  necessary  because  of  growth.  They  do  not  ordi- 
narily make  provision  for  new  programs  or  for  expansions  in 
existing  programs.  We  cannot,  however,  stand  still  in  these  days 
of  rapid  development  and  advancement  and  I  am  recommending 
orderly  and  moderate  betterment  of  staffing  and  services  in  a  few 
situations  where  the  needs  and  the  benefits  are  so  well  demon- 
strated that  it  would  be  contrary  to  the  public  interest  to  defer 
them.  You  have  given  your  support  quite  consistently  to  such 
betterments  in  previous  sessions  and  I  am  confident  you  will  con- 
tinue to  do  so.  Among  the  most  important  of  these  are : 

Mental  Hygiene 

The  improvement  in  staffing  and  medical  allotments  in  our 
mental  hygiene  hospitals  is  a  continuation  of  our  attack  upon  this 
great  public  health  problem  with  the  objective  of  providing  the 
best  treatment  program  that  modern  science  puts  at  our  disposal ; 
and  we  must  extend  our  efforts  to  find  better  methods  of  dealing 
with  it. 

Highway  Patrol 

The  Highway  Patrol  is  the  other  principal  department  for 
which  a  moderate  betterment  is  proposed  in  our  unending  war  on 
traffic  accidents.  This  budget  provides  for  an  increase  of  270 
in  the  patrol  force  as  another  orderly  step  toward  the  staff  needed 
to  cope  with  present  day  needs. 

University  of  California  and  State  Colleges 

The  number  of  students  enrolling  in  the  university  and  in  the 
state  colleges  is  increasing  at  rates  greatly  exceeding  the  State's 
population  growth.  There  will  be  7,464  more  students  enrolled  in 
the  state  colleges  in  1956-57  than  in  the  current  year,  22  percent 
more  than  the  number  for  which  we  budgeted  this  year.  The  Uni- 
versity of  California  must  provide  for  an  increase  of  2,913  stu- 
dents, which  exceeds  the  estimate  on  which  this  year's  budget  was 
based  by  more  than  10  percent. 

There  are  a  number  of  other  departments  for  which  next  year 's 
requirements  make  increases  greater  than  population  growth  un- 
avoidable. The  Alcoholic  Rehabilitation  Commission  and  the  State 
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Scholarship  Commission,  for  example,  will  be  more  fully  in  op- 
eration next  year  requiring  quite  heavy  rates  of  increase. 

The  Budget  makes  provision  for  an  increase  in  pay  for  state 
employees  averaging  approximately  5  percent  in  accordance  with 
the  recommendation  of  the  Personnel  Board  to  bring  state  pay 
rates  into  line  with  comparable  emplojunent  in  private  industry 
and  other  public  jurisdictions. 

Provision  is  also  made  for  a  more  adequate  Emergency  Fund. 
The  demands  of  the  flood  disaster  which  followed  an  extraordi- 
narily heavy  forest  fire  season  proved  that  a  $1,000,000  fund  is 
too  small  to  cover  possible  needs  with  any  margin  of  safety.  I 
recommend  an  Emergency  Fund  of  $2,000,000  of  which  $1,000,000 
would  be  available  for  the  ordinaiy  type  of  emergency  allotments 
and  of  which  $1,000,000  would  be  reserved  for  meeting  emergency 
needs  if  we  should  be  so  unfortunate  as  to  face  another  disaster. 

It  will  be  seen  that  for  all  the  activities  other  than  the  special 
situations  I  have  just  mentioned,  the  proposed  operating  expendi- 
tures are  closely  in  line  with  the  State's  population  growth. 

I  have  no  doubt  that  sound  reasons  can  be  given  for  expanding 
certain  programs  beyond  the  proposals  in  this  Budget.  There  is  a 
limit,  however,  as  to  the  amount  of  such  expansions  which  we  can 
prudently  finance  in  any  one  year. 

Forest  Protection 

The  State  Board  of  Forestry  and  citizens  groups  especially  con- 
cerned with  the  protection  of  the  State's  watershed,  forest  and 
range  land  point  to  the  shocking  forest  fire  losses  of  the  past 
season  and  urge  that  a  substantial  expansion  be  made  in  the 
Division  of  Forestry's  fire  fighting  facilities.  We  have  made  good 
progress  in  our  state  forest  protection  service  in  recent  years, 
but  we  have  not  yet  attained  the  ultimate  goal.  Any  large  incre- 
ment in  this  Budget,  however,  would  have  been  out  of  keeping 
with  the  policies  the  Legislature  has  laid  down  for  a  budget  session 
year.  I  fully  appreciate  the  importance  of  these  natural  resources 
to  the  general  economy  of  the  State  and  I  have  asked  the  Director 
of  Natural  Resources  to  make  a  careful  evaluation  of  the  present 
fire  fighting  facilities  and  present  a  comprehensive  plan  for  reme- 
dying deficiencies  for  consideration  when  the  next  budget  is  being 
prepared. 

CAPITAL  OUTLAY 

The  Budget  proposes  expenditures  for  capital  outlay  amount- 
ing to  $357,926,393,  composed  of  the  following  separate  programs : 
(1)  the  State  Building  Program,  (2)  the  State  Highway  Pro- 
gram, (3)  the  Beach  and  Park  Program,  including  provision  for 
the  1960  Winter  Olympic  Games,  (4)  the  Wild  Life  Conservation 
Program,  and  (5)  Flood  Control  and  Water  Conservation. 

State  Building  Program 

The  major  construction  projects  for  state  buildings  are  gener- 
ally in  line  with  the  five-year  building  program  submitted  last 
year.  It  has  been  necessary,  however,  to  accelerate  the  construction 


of  teaching  facilities  in  the  state  colleges  and  the  University  of 
California  because  of  a  much  heavier  increase  in  student  enroll- 
ments than  our  conservative  estimates  of  the  five-year  study.  On 
the  other  hand,  we  are  pleased  to  find  that  populations  in  our 
correctional  institutions  and  state  hospitals  are  not  as  great  as 
had  been  anticipated  and  certain  projects  scheduled  for  1956-57 
can  be  deferred  for  at  least  one  year. 

The  entire  program  for  the  five-year  period  which  contemplates 
outlays  aggregating  over  $400,000,000  has  had  careful  review  and 
there  are  included  in  this  Budget  only  those  projects  which  must 
be  undertaken  without  delay  in  order  to  provide  for  badly  needed 
additional  capacities  in  our  institutions.  There  are  a  good  many 
highly  desirable  and  essential  projects  which  must  await  a  time 
when  we  are  better  able  to  finance  them.  It  is  more  and  more  ap- 
parent that  we  must  depend  upon  the  two  hundred  million  dollar 
bond  issue  which  will  be  before  the  voters  next  November  to 
supplement  current  revenue  funds  to  meet  our  state  building 
needs. 

State  Highway  Program 

The  Budget  of  highway  construction  and  improvements  as  de- 
veloped by  the  State  Highway  Commission  proposes  outlays 
amounting  to  $237,162,456  for  1956-57,  which  is  a  slight  increase 
over  the  present  level  of  expenditures.  It  is  unfortunate  that  some 
$11,000,000  which  otherwise  would  be  available  for  this  purpose 
must  be  devoted  to  repairing  flood  damage  on  our  State  Highway 
System.  If,  however,  the  Congress  approves  the  President's  pro- 
gram for  augmented  federal  aid  to  the  national  highway  system, 
we  can  anticipate  a  considerable  acceleration  in  meeting  deficien- 
cies in  this  State. 

Beach  and  Park  Program 

Since  the  1955  Session,  the  State  Park  Commission  and  the 
staff  of  the  Division  of  Beaches  and  Parks  have  worked  diligently 
on  a  comprehensive  and  sound  program  of  beach  and  park  acqui- 
sition and  development.  This  has  been  a  most  difficult  undertaking 
fraught  with  many  perplexing  policy  questions  and  problems  in 
evaluating  a  great  many  proposals.  The  commission  has  made 
every  effort  to  adopt  a  well-balanced  program  with  due  regard  to 
geographic  location  and  to  the  scenic,  historical  and  recreational 
aspects  of  the  State  Beach  and  Park  System.  It  is,  of  course, 
impossible  to  meet  fully  the  desires  of  all  groups  and  of  all  locali- 
ties. It  is  impossible  too  within  the  limits  of  time  and  the  available 
technical  staff  to  make  precise  cost  estimates.  There  has  been  the 
very  great  difficulty  in  distinguishing  between  a  facility  which 
has  the  qualifications  of  a  state  park  and  one  which  is  merely  local 
or  regional  in  character.  While  questions  undoubtedly  will  be 
raised  as  to  some  of  the  projects,  it  is  my  judgment  that  the  com- 
mission overall  has  developed  a  good  program  under  difficult 
conditions  and  I  am  submitting  it  to  you  without  change. 

I  recommend  that  the  beach  and  park  acquisition  program 
amounting  to  $25,606,045  be  adopted  in  full  in  this  Budget.  We 
must  recognize  that  a  program  of  this  magnitude  cannot  be  ac- 

VI 


complished  in  a  single  fiscal  year.  Therefore  I  recommend  that 
the  appropriation  for  acquisitions  be  given  a  five-year  period  of 
availability.  It  is  estimated  that  not  more  than  $7,500,000  would 
be  expended  during  1956-57. 

In  addition  to  the  above  beach  and  park  acquisitions,  the 
Budget  proposes  more  than  five  million  dollars  for  development 
and  improvements  of  new  and  existing  parks,  extension  of  the 
riders  and  hikers  trails,  a  beginning  of  a  new  roadside  rest  pro- 
gram, and  a  historic  ship  project  at  San  Francisco.  A  further 
feature  is  a  recommended  appropriation  of  $1,000,000  for  the 
State  Park  System  costs  involved  in  the  Redwood  Highway 
relocation. 

The  problems  concerning  a  maritime  museum  and  park  in  San 
Francisco  have  not  been  solved.  Since  it  is  quite  possible  that  a 
state  beach  or  park  facility  in  this  general  area  will  be  required, 
it  is  recommended  that  a  reserve  of  $2,000,000  be  set  aside  in  the 
State  Beach  Fund  subject  to  future  action  by  the  Park  Commis- 
sion and  the  Legislature. 

In  order  to  afford  additional  assurance  that  the  beach  and 
park  acquisition  program  will  be  carried  out  with  every  safeguard 
I  recommend  that  the  property  purchasing  transactions  be  made 
subject  to  review  by  the  State  Public  Works  Board. 

7960  Winter  Olympics 

The  California  Olympic  Commission  has  recommended  that  the 
initial  $1,000,000  appropriation  made  by  the  Legislature  last  year 
to  finance  the  1960  Winter  Olympics,  which  will  take  place  in 
Squaw  Valley,  be  augmented  to  the  extent  of  $4,000,000,  and  there 
has  been  included  in  the  Budget  provision  for  this  additional  ap- 
propriation payable,  as  was  the  initial  appropriation,  from  the 
State  Park  Fund. 

It  is  my  belief  that  the  1960  Winter  Olympics  will  afford  Cali- 
fornia an  opportunity  to  contribute  to  international  goodwill  and 
understanding  and  that  this  will  greatly  enhance  California's 
prestige.  It  will  likewise  advance  this  State's  place  in  the  field  of 
winter  sports,  and  the  upbuilding  of  this  important  industry  as 
a  part  of  California's  economy. 

Two  engineering  firms  employed  by  the  California  Olympic 
Commission  have  reported  that  Squaw  Valley  can  be  developed 
into  a  facility  to  accommodate  the  Winter  Olympics  at  an  outside 
cost  of  $5,000,000  and  I  am  advised  that  a  substantial  portion  of 
this  money  can  be  recovered  out  of  revenues  derived  from 
admissions,  television  rights  and  the  sale  or  lease  of  the  physical 
facilities  after  the  games  are  concluded.  I  concur  in  the  recom- 
mendation of  the  California  Olympic  Commission  and  urge  the 
appropriation  of  the  necessary  funds  to  assure  the  success  of  this 
internationally  important  event. 

Beach  and  Park  Financing 

All  of  the  five-year  Beach  and  Park  Program,  as  well  as  the 
1960  Winter  Olympics,  can  be  financed  from  the  accumulated 
and  prospective  revenues  derived  from  the  beach  and  park  share 
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of  the  receipts  from  state  lands,  primarily  from  drilling  opera- 
tions in  the  state  tidelands.  In  fact,  if  there  should  be  a  marked 
expansion  of  tideland  drilling  operations,  with  heavy  bonus  pay- 
ments as  a  result  of  the  1955  leasing  legislation,  the  present 
formula  dedicating  70  percent  of  these  proceeds  for  beach  and 
park  purposes  could  conceivably  provide  much  more  money  than 
prudently  could  be  used  for  this  purpose,  and  I  am  recommending 
that  a  change  in  the  formula  be  made  so  as  to  continue  the  amounts 
for  beach  and  park  purposes  at  approximately  the  present  levels. 
Chapter  1422,  Statutes  of  1945,  appropriated  $15,000,000  from 
the  General  Fund  for  acquiring  additional  state  parks  and  state 
beaches,  with  the  requirement  that  the  amounts  paid  from  state 
funds  be  matched  on  an  equal  basis.  It  is  now  apparent  that  the 
rigid  matching  requirement  is  no  longer  desirable ;  therefore  the 
program  proposed  in  this  Budget  does  not  require  matching,  al- 
though it  should  be  made  clear  that  donations  of  funds  or  proper- 
ties to  augment  state  outlays  for  certain  state  beach  and  park  pur- 
poses would  still  be  welcome  and  would  still  serve  a  good  purpose 
in  advancing  the  State  Park  System.  Since  matching  should  no 
longer  be  continued  as  an  absolute  requirement,  and  since  there 
are  ample  funds  from  the  tideland  royalties  to  finance  the  pro- 
gram, and  since  the  General  Fund  is  hard  pressed  to  meet  its  ob- 
ligations, this  Budget  includes  a  recommendation  that  the  unen- 
cumbered amounts  remaining  in  the  appropriation  made  by 
Chapter  1422  of  1945,  estimated  at  approximately  $3,200,000  as  of 
July  1, 1956,  be  reverted  to  the  General  Fimd. 

Wild  Life  Conservation  Program 

The  Wild  Life  Conservation  Program  composed  of  projects 
approved  by  the  Wild  Life  Conservation  Board  to  be  financed 
from  the  continuing  appropriation  from  the  General  Fund's  share 
of  the  Horse  Race  License  fees  and  construction  projects  for  the 
Department  of  Fish  and  Game  financed  from  the  Fish  and  Game 
Fund  are  continued  at  substantially  the  same  level  as  in  the  cur- 
rent fiscal  year. 

Flood  Control 

The  Budget  proposes  an  appropriation  from  the  General  Fund 
of  $2,300,000  for  financing  the  State's  share  of  works  scheduled 
for  1956-57  in  the  Sacramento  River  Flood  Control  Project  and 
the  San  Joaquin  River  Flood  Control  Project.  In  addition,  under 
Local  Assistance,  there  is  an  allocation  of  $13,340,500  to  the  Flood 
Control  Districts  in  Los  Angeles,  Sonoma,  Riverside,  San  Ber- 
nardino and  Contra  Costa  Counties. 

Feather  River  Project 

The  December  floods  demonstrated  all  too  forcefully  the  great 
urgency  for  commencing  the  Feather  River  Project  at  the  earliest 
possible  moment.  This  project  now  has  been  thoroughly  studied 
and  reviewed.  It  has  been  found  engineeringly  and  financially 
feasible  by  eminently  competent  authorities  both  in  and  outside 
the  state  service. 


Yin 


The  Water  Project  Authority  at  its  recent  meeting  adopted  a 
resolution  recommending  that  we  immediately  devote  $26,832,000 
of  state  funds  to  begin  the  Feather  River  Project  and  its  related 
San  Joaquin  Delta  Diversion  Project.  I  am  in  hearty  approval 
with  this  recommendation  and  am  implementing  it  in  this  Budget. 
You  will  find  an  item  to  appropriate  $5,160,000  for  surveys  and 
construction  plans,  for  acquisition  of  both  the  Oroville  and  San 
Luis  dam  sites  and  for  rights  of  way  for  the  relocation  of  the 
state  highway  and  Western  Pacific  Railroad.  These  are  the  initial 
steps  which  must  be  accomplished  before  any  further  works  can 
be  started. 

The  adoption  of  this  recommended  appropriation  will  be  a  com- 
mitment by  the  State  of  California  to  proceed  without  delay  with 
the  construction  work  of  relocating  the  railroad  and  the  high- 
way. It  will  constitute  a  further  commitment  to  follow  through 
promptly  on  the  construction  of  the  Oroville  Reservoir  itself  as 
the  next  step,  involving  an  outlay  of  some  $400,000,000.  It  is 
probable  that  contracts  could  not  be  let  for  the  relocation  con- 
struction until  July  of  1957,  although  there  is  some  possibility 
under  the  most  favorable  conditions  of  accelerating  that  date  by 
a  few  weeks.  We  will  be  better  informed  as  to  progress  when  you 
reconvene  next  January,  and  if  at  that  time  it  appears  that  con- 
struction funds  should  be  made  available  for  letting  contracts 
before  the  expiration  of  the  fiscal  year,  I  shall  recommend  the 
appropriation  of  the  construction  money  with  an  urgency  clause 
so  as  to  make  it  available  well  within  the  time  for  meeting  the 
earliest  possible  construction  dates. 

Between  now  and  your  next  session  we  should  have  informa- 
tion as  to  what  funds  we  can  count  upon  from  the  Federal  Grov- 
ernment  and  be  fully  prepared  to  proceed  with  action  toward 
early  completion  of  the  entire  project. 

LOCAL  ASSISTANCE 

The  State's  financial  aid  to  the  Public  School  System  will 
amount  to  $508,034,267  in  1956-57,  an  increase  of  more  than 
$32,800,000  over  the  current  year.  This  continues  to  be  the  largest 
single  item  of  expenditure  from  general  tax  sources ;  it  also  con- 
tinues to  be  the  item  involving  the  heaviest  increase.  Moreover, 
the  projections  of  school  attendance  show  a  continuing  rate  of 
growth  in  this  item  for  many  years  ahead. 

I  have  already  mentioned  the  heavy  outlay  for  state  aid  to 
local  flood  control  districts.  The  allocation  of  $13,340,500  for 
1956-57  is  an  increase  of  almost  $8,500,000  over  the  current  year's 
allotment. 

Subventions  for  social  welfare,  public  health  and  other  pur- 
poses are  continuing  at  rates  more  nearly  in  line  with  the  general 
population  growth. 

Altogether,  including  both  general  and  special  funds,  the  State's 
obligations  for  Local  Assistance  will  amount  to  $913,845,918,  or 
52.6  percent  of  the  total  budgeted  expenditures. 
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STATE  FISCAL  OUTLOOK 

While  we  may  take  satisfaction  in  the  fact  that  our  state  finances 
are  in  a  sound  current  condition,  with  moderate  reserves  on  which 
to  draw  to  help  finance  the  Budget  for  the  ensuing  fiscal  year,  we 
must  not  be  lulled  into  undue  complacency  as  to  our  future  finan- 
cial problems.  You  will  observe  that  the  proposed  expenditures 
for  the  next  fiscal  year  exceed  the  revenues  of  that  year  by  more 
than  $120,000,000  from  all  funds,  that  in  respect  to  revenues  and 
expenditures  from  the  General  Fund  and  its  related  reserve  funds, 
the  deficiency  is  in  excess  of  $104,000,000.  Unless  we  have  a  sub- 
stantial further  expansion  in  our  economy  we  still  face  a  day  of 
reckoning  when  adjustments  in  either  the  revenue  structure  or 
the  basic  expenditure  program  must  be  made  to  attain  a  balanced 
budget. 

Any  informed  person  who  makes  a  realistic  appraisal  of  the 
State's  obligations  and  expenditure  requirements  will  find  little 
prospect  of  a  substantial  reduction  in  expenditures.  Heavy  in- 
creases in  the  costs  of  education  are  inevitable  as  our  school  and 
college  age  group  continues  to  increase.  To  a  lesser  degree,  the 
outlays  for  welfare,  corrections,  and  mental  hygiene  will  continue 
to  grow.  By  one  means  or  another  our  water  development  program 
must  be  financed  and  we  must  be  prepared  to  meet  heavy  outlays 
from  state  funds.  As  our  fiscal  problems  become  more  difficult  the 
need  for  exercising  strict  economy  in  controlling  expenditures  is 
all  the  more  apparent.  I  submit  that  this  administration  has  shown 
a  good  record  in  this  regard  and  point  to  the  fact  that  expendi- 
tures have  been  held  to  amounts  well  below  the  amounts  appro- 
priated. 

Sound  and  prudent  fiscal  planning  and  management  are  most 
essential  to  continue  a  forward-looking  State  Government  serving 
the  needs  of  a  growing  population  with  a  maximum  contribution 
to  its  welfare  and  a  minimum  burden  upon  its  economy.  I  welcome 
the  assistance  of  all  public  spirited  groups  and  citizens  in  formu- 
lating our  future  fiscal  plans. 

Please  be  assured  of  my  full  cooperation  in  your  consideration 
of  the  State's  budget  problems. 

Respectfully  submitted, 

Governor 
March  5,  1956 


Letter  of  Transmittal 

Honorable  Goodwin  J.  Knight,  Governor  of  California 
State  Capitol,  Sacramento,  California 

Dear  Governor  Knight:  Transmitted  herewith  are  the  sum- 
mary tables  and  detailed  statements  for  the  Budget  of  the  State 
of  California  for  the  Fiscal  Year  July  1,  1956,  to  June  30,  1957, 
compiled  in  conformity  with  your  policies  and  instructions. 

Again  I  wish  to  express  appreciation  for  the  cooperation  re- 
ceived from  department  heads  and  staff  members  in  the  work  of 
compiling  this  budget  document. 

Respectfully  yours, 

Director  of  Finance 
March  5, 1956 
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Schedule  1 
GENERAL  BUDGET  SUMMARY 


Reference 
schedule 
number 


Actual 
1954-55 


Estimated 
1955-56 


Estimated 
1956-57 


GENERAL  FUND 

ACCUMULATED  SURPLUS,  BEGINNING  OF  YEAR 

Prior  year  surplus  adjustments 

ADJUSTED  SURPLUS 

INCOME: 

Revenues 

OUTGO: 

Direct  Expenditures: 

State  Operations 

Capital  Outlay 

Local  Assistance 

Total  Direct  Expenditures 

Transfers  for  expenditure  out  of  other  funds 

TOTAL  OUTGO 

Surplus  ( — Deficiency)  of  Current  Revenues 

Transfers  From  Other  Funds 

ACCUMULATED  SURPLUS,  END  OF  YEAR 

Reserve  for  rehabilitation  of  flood  damage 

AVAILABLE  SURPLUS 

RESERVE  FUNDS 

ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR 

INCOME: 

Revenues 

OUTGO: 

Expenditures: 

State  Operations 

Capital  Outlay 

Local  Assistance 

Total  Expenditures 

Transfers  to  other  funds 

TOTAL  OUTGO 

Surplus  ( — Deficiency)  of  Current  Revenues 

Transfers  From  Other  Funds 

ACCUMULATED  SURPLUSES,  END  OF  YEAR 

TOTALS,  GENERAL  AND  RESERVE  FUNDS 

ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR 

INCOME 

OUTGO 

Surplus  ( — Deficiency)  of  Current  Revenues 

ACCUMULATED  SURPLUSES,  END  OF  YEAR 

Reserve  for  rehabilitation  of  flood  damage 

AVAILABLE  SURPLUSES 


5 
1-A 


553,803,975 
1,319,026 


876,488,908 


SS79, 122,544 


S263,944,454 

1,037,528 

587,034,956 


S76,488,908 


8985,755,759 


8297,484,597 

—984,852 

638,111,968 


8852,016,938 
51,551,730 


S934,611,713 
19,400,519 


8903,568,668 


8954,012,232 


4-5 


-S24,446,124 
45,812,031 


S31,743,527 


876.488,908 


S108.232,435 
10,400,000 


876,488,908 


S97.832.435 


S108.232.435 


8108,232,435 
81,013,837,041 


8337,760,389 

5,073,327 

676,575,927 


Sl,019,409,643 
87,541,265 


SI. 106,950,908 


-S93,113,867 
5,214,668 


820,333,236 
10,400,000 


89,933,236 


S205.904.318 
S758.587 


SI, 172.649 

44,639,666 

4,173,000 


S178.459.256 
82,755,000 


S988.515 

80,979,007 

7,269,786 


S49,985,315 
27,369,821 


S89.237.308 


877,355,136 


SS9.237.308 


-S76,596,549 
49,151,487 


-S86,482,308 
17,075,600 


S178,459,256 


S109,052,548 


S261,027,355 
898,338,098 
904.417,289 


S254.948.164 

988,510,759 

1,026,173,940 


-S6.079.191 


-S37.663.181 


S254.948.164 


8217,284,983 
10,400,000 


$254,948,164 


S206,884,983 


8109,052,548 


SI, 110,000 


$595,825 
86,644,068 
15,121,289 


8102,361,182 
545,342 


S102.906.524 


-S101 ,796,524 
84,882,265 


S92,138,289 


S217.284.983 
1,019,616,367 
1,124,429,825 


-S104,813,458 


8112,471.525 

10,400,000 


8102,071,525 
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Schedule  1 
GENERAL  BUDGET  SUMMARY 


Reference 
schedule 
number 


Actual 
1954-55 


Estimated 
1955-56 


Estimated 
1956-57 


SPECIAL  FUNDS 

ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR 

INCOME: 

Revenues 

OUTGO: 
Expenditures: 

State  Operations 

Capital  Outlay . 

Local  Assistance 

Total  Expenditures 

Transfers  to  Other  Funds 

Total  Outgo 

Surplus  ( — Deficiency)  of  Current  Revenues 

Transfers  From  Other  Funds 

ACCUMULATED  SURPLUSES,  END  OF  YEAR 

CONSOLIDATED  TOTALS,  ALL  FUNDS 

ACCUMULATED  SURPLUSES,  BEGINNING  OF  YEAR 

Revenues 

Expenditures: 

State  Operations 

Capital  Outlay 

Local  Assistance 

Total  Expenditures 

Surplus  ( — Deficiency)  of  Current  Revenues 

ACCUMULATED  SURPLUSES,  END  OF  YEAR 


8125,233,828 


8553,942,917 


8103,411,820 
232,354,505 
184.683,096 


S142,6S5,357 


S573.753.622 


8114,095,200 
255,897,829 
212,321,921 


S520.449.421 
18,456,967 


S582,314,950 


S538.906.388 


S582.314.950 


S15.036.529 
2,415,000 


-S8,561,328 
2,324,919 


S142,685,357 


S136,448,948 


S136,448,948 


8599,938,310 


8125,984,458 
266,208.998 
222,148,702 


S614,342,158 
4,669,326 


S619,011,484 


—819,073,174 
2,659,000 


8120,034,774 


S386.261.147 
1,433,824,048 

S368,528,923 
278,031,699 
775,891,052 


81,422,451,674 


SI  1,372,374 


S397,633,521 


S397,633,521 
1,562,264,381 

S412,568,312 
335,891,984 
857,703,675 


81,606,163,971 


— S43,899,590 


S353,733,931 


3353,733,931 
1,614,885,351 

$464,340,672 
357,926,393 
913.845,918 


81,736,112,983 


—3121,227,632 


3232,506,299 
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Schedule  1-A 

GENERAL   FUND  ACCUMULATED   SURPLUS,  JUNE   30,    1956 

RECONCILIATION   OF  THE   CHANGES   FROM   THE 

PREVIOUS   BUDGET   ESTIMATE 


ACCUMULATED  SURPLUS  (—DEFICIT),  JUNE  30,  1956,  as  estimated  in  the  1965-56  Budget _ 

Effect  of  the  1955  Legislative  action: 

Revenue  measures  enacted 

Provision  for  transfer  of  excess  money  in  the  Architecture  Public  Building  Fund 

Net  increases  to  Budget  Act  appropriations $629,765 

Special  appropriation  measures  enacted 20,618,326 

Total  increase  in  authorized  expenditures 

Increased  transfers  to  Legislative  Contingent  Funds 

Decreased  transfer  to  Capital  Outlay  and  Savings  Fund 

Other  legislative  measures  affecting  funds 

Revised  estimate  of  transfer  from  Employment  Contingent  Fund 

Revised  estimate  of  revenues  for  the  1954-55  Fiscal  Year 

ACCUMULATED  SURPLUS  (—-DEFICIT),  JUNE  30,  1956,  as  reported  in  the  Summary  of  Financial  Legislation  dated 

July  25,  1955 

Effect  of  revenue,  expenditure  and  transfer  estimates,  for  the  1954-65  and  1955-56  Fiscal  Years,  as 
revised  in  the  1956-57  Budget: 


Revised  estimate  of  revenues: 

Revenues  for  1954-55 

Revenues  for  1955-56 

Revised  estimate  of  expenditures: 
Expenditures  for  1954-55: 

State  Operations 

Capital  Outlay 

Local  Assistance 

Expenditures  for  1955-56: 

State  Operations 

Capital  Outlay 

Local  Assistance 


Revised  estimates  of  transfers  from  other  funds: 

Employment  Contingent  Fund 

Architecture  Public  Building  Fund 

State  Beach  and  State  Park  Funds 

Public  Building  Reconstruction  Fund 

Montague  Water  Conservation  District  Fund. 

Revised  estimate  of  transfers  to  other  funds: 

Senate  and  Assembly  Contingent  Funds 

Agriculture  Fund 

Capital  Outlay  and  Savings  Fund 


-569,213,088 


+  11,167,900 
•+1,408,135 


b— 21,248,091 

—400,000 

+2,634,593 

+6,834 

+500,000 

+32,067,835 


— S43.075.882 


Previous 

Revised 

estimate 

estimate 

S859,094,281 

§879,122,544 

°+S20,028,263 

856,848,435 

985,755,759 

+  128,907,324 

269,964,459 

263,944,454 

+  6,020,005 

1,072,823 

1,037,528 

+35,295 

589,172,797 

587,034,956 

+2,137,841 

300,917,274 

297,484,597 

"+3,432,677 

—731,680 

—984,852 

0+253,172 

645,087,360 

638,111,968 

0+6,975,392 

2,337,693 

2,374,443 

+36,750 

1,408,135 



■—1,408,135 

3,023,265 

1+3,023,265 

428 

—428 

48 

—48 

2,280,000 

2,310,000 

—30,000 

30,000 

14,919 

+  15,081 

19,437,163 

•— 19,437,163 

Prior  year  surplus  adjustments 

ACCUMULATED  SURPLUS,  JUNE  30,  1956,  as  estimated  in  the  1956-57  Budget- 
Reserve  for  rehabilitation  of  flood  damage 


AVAILABLE  SURPLUS. 


+  1.319,026 

$108,232,435 
—10,400,000 

897,832,435 


a  This  transfer  will  not  be  made  until  after  July  1,  1956. 

bFor  further  detail  see  Schedule  10. 

c  Includes   $19,418,604  from  released  impounded  oil  royalties  which  was  previously  accounted  as  revenue  for  the  Capital  Outlay  and 

Savings  Fund.  It  is  now  accounted  as  revenue  for  the  General  Fund  and  as  a  transfer  to  the  Capital  Outlay  and  Savings  Fund. 
d  This  amount  was  previously  accounted  as  receipts  from  impounded   oil   royalties   and  revenue   for   the   Capital   Outlay  and   Savings 

Fund.  As  it  was  received  subsequent  to  the  release  of  the  impounded  oil  royalties,  it  will  remain  in  the  General  Fund. 
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BUDGET    DOLLARS 

1956 -57     FISCAL  YEAR 


SALES     TAX 
35.9  <t 


ALL    OTHER 
5.4  4 

HORSE   RACING    FEES 

1.6  $ 

INHERITANCE    8    GIFT    TAXES 

2.3  t  / 

INSURANCE    TAX 
2.5  <t 


MOTOR    VEHICLE 

TAXES  a    FEES 

32.2  * 


BANK    S    CORPORAT ION 

FRANCHISE     TAX 

9.4  <t 


PERSONAL    INCOME    TAX 
7.8  <t 


LIQUOR    TAXES    a   FEES 
2.9  t 


EDUCATION 
39.0  if 


HIGHWAYS    8 

VEHICLE     REGULATION 

24.1   <t 


SOCIAL   WELFARE 
8    HEALTH 
II. I  It 


ENTAL    HYGIENE 
8  CORRECTIONS 

8.7  <t 


FISCAL   AFFAIRS1  'CONSERVATION    OF 

1.9  if  NATURAL    RESOURCES 

5.8  <t 

CHART  2 
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Budget  Revenue  Estimates 


State  revenue  receipts  during  the  1956-57  Fiscal 
Year  are  estimated  at  $1,614,885,351,  an  increase  of 
$52,620,970  over  the  indicated  total  for  the  current 
period.  This  forecast  is  based  upon  a  moderately  opti- 
mistic appraisal  of  probable  economic  trends  in  1956, 
with  personal  income,  trade,  and  business  expansion 
carried  to  new  record  volumes.  In  general,  however,  the 
margins  of  gain  anticipated  for  the  present  year  are 
modest  compared  with  the  booming  advances  achieved 
in  1955.  There  are  uncertainties  and  shadows  in  the 
present  outlook,  such  as  exist  at  almost  any  time,  but  it 
is  believed  these  negative  factors  will  be  nullified  by  the 
underlying  forces  of  strength,  technological  progress, 
confidence,  and  the  strong  demand  for  higher  living 
standards. 

A  total  of  $1,013,837,000,*  the  largest  sum  in  the 
State's  history,  will  accrue  to  the  State  General  Fund 
under  the  estimates  here  presented,  an  increase  of 
$28,081,000  over  the  amount  expected  during  the  cur- 
rent year.  Expansion  of  the  sales  tax  base,  chiefly  as 
a  result  of  larger  personal  incomes  and  slightly  higher 
prices,  is  the  principal  factor  in  this  revenue  gain. 
Corporate  profits  are  expected  to  remain  fairly  stable 
at  current  levels.  Personal  income  tax  receipts  are  ex- 
pected to  increase  as  revenue  from  this  source  more 
fully  reflects  the  rise  in  taxable  incomes  during  1955 
and  the  further  gain  anticipated  for  the  current  year. 
Of  the  important  revenue  sources,  only  the  distilled 
spirits  excise  tax  is  expected  to  show  a  decline.  The 
nonrecurring  floor  tax  on  liquor  inventories  levied 
in  July,  1955,  as  part  of  the  liquor  tax  rate  adjust- 
ment approved  at  the  last  legislative  session,  added 
$3,100,000  to  the  current  year's  revenue. 

Aggregate  receipts  for  the  various  special  funds 
are  projected  at  $601,048,000  for  the  coming  fiscal 
year,  a  gain  of  $24,540,000  over  current  figures  and 
also  a  record  volume.  Virtually  all  of  this  gain  is  at- 
tributable to  the  increase  in  ownership  and  use  of 
motor  vehicles.  With  vehicle  registrations  up  from 
6,119,000  at  the  end  of  1954  to  6,650,000  last  year  and 
7,400,000  expected  by  the  close  of  1957,  receipts  from 
fuel  taxes,  registration  fees,  and  the  ' '  in  lieu ' '  tax  1 
have  risen  rapidly  and  may  be  expected  to  attain  new 
heights  during  the  coming  year. 

Revenues  from  major  sources  in  the  three  fiscal 
periods  covered  by  this  budget  are  shown  in  the  fol- 
lowing summary  table : 

*  This    and    subsequent    amounts    are    rounded    to    the    nearest 

thousand    dollars. 
1  Vehicle    license   fee   levied    in    lieu   of    local   property   taxes    on 
motor  vehicles. 


REVENUE 

dollars) 

Estimated 
1955-56 

Estimated 
1956-51 

$564,000 

$580,000 

151,000 

120,900 

39,104 

151,500 

126,300 

41,350 

34,300 

36,850 

3S.375 
38,077 

37,200 
40,637 

$9S5,756 

$1,013,S37 

$274,118 
205,385 

$282,51S 
218,166 

97,006 

100,364 

$576,509 

$601,04S 

$1,562,264 

$1,614,885 

COMPARATIVE 
(Thousands  of 

Actual 
1954-55 
General  Fund : 

Sales  and  use  taxes—  $492,917 
Bank  and  corporation 

taxes   133,661 

Personal  income  tax.  106,738 

Insurance  tax 38,501 

Inheritance  and  gift 

taxes 30,250 

Alcoholic  beverage 

levies     20.65S 

Other  revenue 56.396 

Totals,  General 

Fund $S79,123 

Special  Funds : 
Motor  vehicle  fuel 

taxes     $244,588 

Motor  vehicle  fees 182,993 

Released   oil   royalties  47.310 

Other  revenue 79,811 

Totals,  Special 

Funds    $554,702 

Grand  Totals $1,433,S24 


State  revenue  from  virtually  all  sources  during 
1955-56  will  be  substantially  above  the  amount  esti- 
mated a  year  ago.  A  recovery  from  the  1953-54  reces- 
sion was  anticipated  in  the  projections  made  last  year, 
with  record  breaking  activity  in  many  sectors  of  the 
economy,  but  the  strength  of  this  movement  was 
grossly  underestimated.  Sparked  by  intense  demand 
for  motor  vehicles,  a  continued  high  level  of  building 
activity  and  tremendous  industrial  expansion,  na- 
tional production  of  goods  and  services  reached  $387.2 
billion  in  1955,  against  a  projected  $366  billion  under- 
lying State  revenue  computations.  Personal  income 
totaled  $303.3  billion,  compared  with  an  estimated 
$292  billion,  and  personal  spending  advanced  as  a 
result  of  both  higher  incomes  and  greater  use  of 
credit. 

California  participated  fully  in  these  gains,  and 
our  progress  was  compounded  by  a  sustained  large- 
scale  population  growth.  With  State  revenue  yields 
tied  closely  to  economic  activity  and  population  by  the 
nature  of  California's  tax  system,  receipts  began  to 
exceed  the  expectations  by  significant  amounts  in  the 
first  quarter  of  the  current  fiscal  year.  These  broad 
gauged  economic  changes  are  reflected  in  the  revision 
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of  1955-56  revenues.  A  comparison  of  the  original  and 
revised  estimates  for  principal  sources  is  shown  below : 

1955-56  revenue  receipts  (millions) 
Original  Revised  Change 
estimate  estimate  Amount  Percent 
Retail  sales  and  use  taxes.  $484.7  $564.0  $79.3         16.4 
Bank   and   corporation   in- 
come taxes  131.6  151.0  19.4        14.7 

Personal  income  tax 104.2  120.9  16.7         16,0 

Motor  vehicle  fuel  taxes—     256.2  274.1  17.9           7.0 

Motor  vehicle  fees 183.4  207.8  24.4         13.3 

All  other  revenue 202,1  244.4  42.4         21.0 

Totals    $1,362.2    $1,562.3       $200.1         14.7 

ECONOMIC  OUTLOOK-1956 

Fundamentally,  the  questions  to  be  answered  in 
estimating  budget  revenues  for  1956-57  are:  (1)  will 
the  rapid  business  upswing  shown  last  year  be  con- 
tinued and,  if  so,  to  what  level?  (2)  If  not,  will  the 
economy  remain  relatively  stable,  or  (3)  will  it  sub- 
side and  to  what  degree  ? 

There  are  several  reasons  for  discounting  a  pattern 
of  continued  rapid  growth.  In  the  first  place,  the 
Nation's  industrial  machine  was  operating  at  near 
capacity  rate  toward  the  close  of  1955.  Some  additions 
to  capacity  will  be  made  in  the  present  year,  but  prob- 
ably not  enough  to  provide  another  7  percent  increase 
in  aggregate  production  of  goods  and  services.  Second, 
a  considerable  part  of  last  year's  increase  arose  from 
an  unusual  expansion  in  credit — an  expansion  which 
caused  the  Federal  Reserve  System  to  tighten  the 
money  supply  and  the  Federal  Government  to  impose 
mortgage  restrictions.  A  further  sizable  increase  in 
credit  transactions  would  undoubtedly  result  in  addi- 
tional and  more  stringent  controls  in  the  interest  of 
sound  financial  management.  Third,  somewhat  more 
than  $6  billion  of  the  growth  in  product  between  1954 
and  1955  occurred  as  a  result  of  a  reversal  of  inven- 
tory policy.  Whereas  business  firms  in  general  liqui- 
dated inventories  in  1954,  they  added  to  stocks  last 
year.  Although  some  further  inventory  building  is 
probable  in  1956,  particularly  if  sales  volumes  remain 
high,  it  is  not  likely  that  this  element  will  influence 
production  to  the  same  extent  as  in  1955.  Finally,  the 
unparalleled  motor  vehicle  production  and  near-rec- 
ord home  building  are  unlikely  to  stretch  into  1956. 
While  both  industries  are  expected  to  perform  very 
well,  they  will  not  be  the  stimulants  to  further  ad- 
vances which  they  were  through  last  year. 

Though  it  is  doubtful  that  business  activity  will 
repeat  the  remarkable  ascent  of  last  year,  some  fur- 
ther increase  can  be  reasonably  expected.  A  number 
of  basic  factors  point  to  this  conclusion  rather  than  to 
stability  or  recession.  First,  is  the  strong  tide  of  popu- 
lation growth.  The  Nation  is  growing  at  the  rate  of 
nearly  2  percent  a  year  and  the  State  at  nearly  twice 
that  speed.  These  trends  will  not  be  halted  or  reversed 
in  the  immediate  future. 

The  last  few  years  have  brought  far-reaching  tech- 
nological developments  in  virtually  every  segment  of 
the  economy — new  and  more  efficient  production 
methods,  new  products,  and  new  uses  for  old  products. 
New  competitive  forces  are  being  unleashed  to  per- 
meate industry  and  prevent  stagnation  and  complac- 
ency. As  a  result  of  both  growth  and  technical  prog- 
ress, industry  is  planning  to  spend  13  percent  more 


in  capital  investment  during  1956  than  in  1955  2  and 
nonresidential  construction  is  expected  to  rise  14  per- 
cent, offsetting  the  prospective  drop  in  residential 
building  and  carrying  total  construction  to  a  new  high 
this  year.3 

Personal  income  was  at  a  record  level  last  year, 
both  in  the  aggregate  and  per  capita.  More  important, 
however,  the  improvement  in  income  was  accompanied 
by  relative  price  stability,  and  real  income  per  capita 
stood  at  an  all-time  high.  Thus,  consumers  were  in 
an  excellent  position  to  gratify  to  a  greater  extent 
than  ever  before  their  basic  desire  for  an  improved 
standard  of  living.  There  will  be  further  salary  and 
wage  adjustments  this  year  as  a  result  of  the  sched- 
uled increase  in  minimum  wage  rate  from  75  cents 
to  $1  an  hour  on  March  1,  automatic  wage  increases, 
and  current  year  wage  rate  negotiations.  In  addition, 
there  is  some  possibility  that  consumer  purchasing 
power  may  be  augmented  by  a  reduction  in  the  fed- 
eral personal  income  tax,  especially  as  this  levy 
relates  to  lower  income  groups. 

Led  by  the  demand  for  metals  and  machinery,  -un- 
filled orders  in  the  hands  of  manufacturers  at  the 
end  of  December  were  19.3  percent  above  the  corres- 
ponding date  of  the  previous  year,  and  productive 
capacity  of  basic  metals  is  booked  through  the  first 
quarter  of  1956.  Primary  industries,  therefore,  will 
get  off  to  an  excellent  start  in  the  current  year.  With 
the  prospect  of  an  increase  in  heavy  construction 
and  in  purchases  of  producers'  equipment,  there  is 
a  promise  of  continued  large  scale  production,  despite 
some  decline  in  the  demand  for  metals  by  the  motor 
vehicle  industry  and  residential  builders. 

Governmental  expenditures,  which  accounted  for 
approximately  20  percent  of  the  nation's  total  pro- 
duction of  goods  and  services  last  year,  will  increase 
moderately  in  1956.  Federal  expenditures  will  be 
greater,  and  outlays  by  state  and  local  governments 
will  continue  the  strong  upward  trend  under  the 
pressure  of  population  growth  and  the  demand  for 
new  services  and  new  facilities  which  have  charac- 
terized the  postwar  period. 

Price  levels  are  likely  to  be  slightly  higher  this 
year,  reflecting  the  recent  increases  in  cost  of  raw 
materials  (other  than  foodstuffs),  the  rising  whole- 
sale prices  of  durable  goods,  and  the  further  increases 
in  wage  scales  anticipated  this  year.  In  fact,  this 
upward  trend  was  evident  in  1955,  and  the  stability 
of  general  price  indexes  was  due  chiefly  to  the  decline 
in  cost  of  food  items.  Rising  prices,  particularly  at 
the  retail  level,  are  especially  important  in  appraising 
revenue  prospects;  of  the  State's  aggregate  receipts, 
more  than  one-third  comes  from  the  retail  sales  tax. 

Finally,  there  must  be  listed  among  the  plus  factors 
the  increasing  emphasis  upon  sound  economic  man- 
agement both  by  business  and  government.  The 
nation's  economy  is  subjected  continuously  to  close 
scrutiny,  with  the  result  that  weaknesses  are  dis- 
covered early  and  remedial  action  is  started.  If  basi- 
cally adverse  trends  set  in  during  1956,  counteract- 
ing adjustments  will  be  made  in  credit,  tax,  and 
purchasing  policies  in  an  effort  to  maintain  high 
level  production  and  employment.  While  such  action 
may  not  guarantee  stability  and  growth,  it  is  a  posi- 

2  Business  Week,  Nov.  12,  1965,  page  27. 

3  Construction  Review,  November,  1955,  page  11. 
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tive  force  to  be  considered  in  appraising  the  current 
outlook. 

Among  the  uncertainties  in  the  pattern  of  1956  are 
those  inevitably  accompanying  a  presidential  election 
year- — not  only  the  uncertainties  regarding  platforms 
and  candidates,  but  the  uncertainties  as  to  individual 
and  business  reactions  as  the  year's  political  events 
unfold.  Since  none  of  these  questions  can  be  answered, 
political  matters  must  be  listed  as  neutral  factors  in 
this  evaluation. 

Unanswerable,  also,  are  the  questions  concerning  in- 
ternational affairs.  The  situation  which  appeared  so 
hopeful  at  midsummer  last  year  has  returned  to  con- 
tention and  confusion.  Though  no  major  conflict  is 
expected,  minor  discord  and  disruption  are  possible  in 
widely  scattered  areas  of  the  world.  Should  any  of 
these  breed  a  conflagration,  the  entire  outlook  would 
be  open  to  reappraisal. 

Among  the  weak  spots  to  be  listed  in  the  current 
outlook  are  the  farm  situation,  the  prospective  decline 
in  motor  vehicle  production,  and  the  anticipated  drop 
in  residential  building.  Agricultural  experts  are  fairly 
well  agreed  that  the  problem  of  crop  surpluses  cannot 
be  solved  in  one  year.  Hence,  farm  income  this  year 
will  probably  be  no  greater  than  in  1955.  Though  this 
basic  industry  remains  weak,  it  is  unlikely  the  decline 
which  occurred  in  1955  will  be  repeated  this  year. 
There  is,  of  course,  the  hope  that  federal  action  on 
this  problem  may  be  prompt  and  effective  enough  to 
produce  an  immediate  improvement  in  the  plight  of 
the  Nation's  farmers. 

The  consensus  regarding  automobile  production 
seems  to  indicate  a  reduction  of  12  to  15  percent  from 
last  year 's  peak  volume,  though  there  is  a  wide  differ- 
ence of  individual  opinions,  ranging  from  those  who  an- 
ticipate a  drop  of  one-third  to  those  who  expect  a 
repetition  of  1955  performance.  Assuming  a  15  per- 
cent drop  in  physical  volume,  the  decline  in  dollar 
value  may  be  considerably  less.  The  wholesale  price 
of  passenger  cars  was  4  percent  higher  at  the  time  new 
models  were  introduced  last  year  than  in  correspond- 
ing months  of  1954.  In  addition,  there  is  a  growing 
tendency  to  equip  new  vehicles  with  optional  items 
which  add  to  the  final  cost.  Moreover,  it  is  probable 
that  new  models  will  be  introduced  earlier  this  year, 
thus  concentrating  a  larger  proportion  of  the  initial 
purchases  in  1956  and  moving  the  whole  volume  of 
motor  vehicle  business  forward  one  step.  Hence,  a  5 
percent  reduction  in  sales  value  may  be  sufficient  al- 
lowance for  change  in  this  sector. 

Similarly,  there  seems  to  be  general  agreement  that 
residential  building  will  decline  from  1,330,000  units 
last  year  to  approximately  1,200,000  in  1956.  Here, 
again,  an  advance  in  price  coupled  with  a  tendency 
toward  custom  built  homes  may  mitigate  the  decline 
in  dollar  volume,  and  the  aggregate  value  of  residen- 
tial construction  may  compare  favorably  with  the 
$16.6  billion  of  last  year.4 

The  most  convenient  method  of  summarizing  these 
economic  factors  is  in  terms  of  the  gross  national 
product — the  aggregate  value  of  goods  and  services 
produced  by  the  economy.  Comprised  in  this  total  are : 
(1)   personal  consumption  expenditures  for  durable 

*  The  joint  estimate  of  the  U.S.  Department  of  Labor  and  U.S. 
Department  of  Commerce  places  the  value  of  residential 
building  (nonfarm)  in  1956  at  $16.2  billion,  as  compared 
with  $16.34  billion  in  1955.  Construction  Review,  Nov.  1955, 
page   11. 


goods,  nondurables,  and  services,  i.e.  purchases  of 
cars,  appliances,  clothing,  food,  professional  services, 
housing,  and  the  other  items  which  make  up  a  house- 
hold budget.  (2)  Gross  private  domestic  investment — 
the  purchases  of  homes,  construction  of  industrial  and 
business  establishments,  purchases  of  producers' 
equipment,  and  change  in  business  inventories.  (3) 
Net  foreign  investment — an  item  of  minor  importance 
currently.  And  (4)  government  purchases  of  goods 
and  services — aggregate  expenditures  by  federal, 
state,  and  local  agencies.  Gross  national  product  in 
terms  of  these  broad  segments,  and  related  data  for 
California,  are  summarized  in  the  following  table. 
Amounts  for  1955  are  preliminary  and  for  1956  are 
projections  made  to  establish  the  pattern  for  State 
budget  revenue  estimates. 


ECONOMIC  DATA 

(Dollar  amounts  in  billions) 

1954  1955  1956 

Actual    Preliminary    Estimated 

Gross  national  product $360.5  $387.2  $403.0 

Personal  consumption 

expenditures    236.5  252.3  262.0 

Durable  goods 29.3  35.3  35.0 

Nondurable  goods 120.9  125.9  131.5 

Services   86.4  91.2  95.5 

Private  investment 47.2  59.3  62.0 

New  construction 27.8  32.4  33.0 

Residential    13.5  16.6  16.0 

Nonresidential     14.3  15.8  17.0 

Producers'   equipment   ___  22.3  23.8  27.0 

Change  in  inventories —2.9  3.2  2.0 

Net  foreign  investment — 0.3  — 0.4  - 

Government   purchases 77.0  75.9  79.0 

Federal    49.2  45.8  47.0 

State  and  local 27.S  30.1  32.0 

Personal  income— U.  S 287.6  303.3  316.0 

Personal  taxes 32.8  33.9  35.5 

Disposable  income 254.8  269.4  280.5 

Personal  income — California..  27.0  29.6  31.3 

Personal  taxes 3.2  3.4  3.6 

Disposable  income  _         ___  23.8  26.2  27.7 
Spendable  resources  of  Califor- 
nia residents  * 22.5  26.0  26.9 

California   population    July    1 

(thousands)    12,595.0       13,035.0  13,455.0 

*  Spendable  resources  include  allowances  for  change  in  short-term  consumer  credit 
and  change  in  liquid  asset  holdings  of  individuals,  such  as  money,  bank  accounts, 
and  savings  bonds.  Amounts  are  estimated  by  the  State  Department  of  Finance. 

Source:  Data  for  1954  and  1955  compiled  by  Federal  and  State  agencies;  1956 
estimated  by  State  Department  of  Finance,  Budget  Division. 

California  Situafion 

Gains  registered  in  this  State  last  year  were  sub- 
stantially better  than  those  shown  for  the  Nation  in 
several  basic  factors.  California's  rate  of  population 
growth  was  approximately  twice  that  of  the  Country 
between  1954  and  1955.  The  rate  of  gain  in  average 
employment  was  fractionally  greater  and  the  propor- 
tionate decline  in  unemployment  considerably  more. 
California's  percentage  growth  in  aggregate  personal 
income  was  nearly  twice  that  of  the  Nation,  and  this 
was  reflected  in  a  corresponding  comparative  gain  in 
retail  trade.  Broader  advances  were  recorded  in  the 
construction  field,  judging  from  percentage  increases 
in  the  number  employed,  cement  shipments,  and  value 
of  permits  issued.  Only  in  corporate  earnings  did  Cali- 
fornia's rate  of  gain  fall  behind  that  of  the  Nation. 
However,  corporate  income  attributed  to  California 
increased  during  1954,  compared  with  the  decline  for 
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the  Nation;  and  over  the  two-year  period,  1953-55, 
California  corporations  registered  a  greater  than  av- 
erage percentage  gain. 

This  comparatively  better  showing  by  California 
should  continue  in  1956.  The  long-term  movement  of 
population  into  this  State  will  supplement  the  natural 
increase.  Diversity  of  the  State's  industrial  pattern 
should  better  enable  this  State  to  ride  out  rolling 
adjustments  in  particular  industries.  The  growing 
western  market  will  continue  to  attract  manufactur- 
ing establishments  to  this  region,  and  the  newer, 
growth  industries — electronics,  chemicals,  apparel, 
production  of  television  programs — will  broaden  still 
further  our  industrial  pattern.  In  the  field  of  agri- 
culture, California's  important  specialty  crops  are  not 
depressed  by  market  surpluses,  and  our  position  as  a 
food  center  is  continually  being  strengthened  by  prog- 
ress in  the  processing  and  preserving  industries.  All 
told,  the  relatively  favorable  1956  business  outlook  for 
the  Nation  holds  even  greater  promise  for  this  State. 

Personal  income  of  California  residents  last  year 
is  estimated  at  $29.6  billion,  an  increase  of  $2.6  billion 
over  the  total  reported  for  1954.  Under  the  pattern  of 
economic  conditions  indicated  for  the  current  year, 
this  total  may  be  expected  to  rise  to  a  new  record  of 
$31.3  billion.  Federal  and  state  income  taxes  will  take 
approximately  $3.6  billion,  leaving  disposable  income 
of  $27.7  billion.  Savings  are  likely  to  increase  from 
last  year's  unusually  low  level,  while  the  increase  in 
outstanding  credit,  if  any,  will  be  considerably  below 
the  record  established  in  1955.  Consequently,  the  ag- 
gregate volume  of  personal  spending  is  estimated  at 
$26.9  billion,  compared  with  an  indicated  $26.0  billion 
in  1955  and  $22.5  billion  in  1954. 

Sales  Tax-$580,000,000 

Sales  tax  revenue  is  expected  to  rise  moderately 
during  the  budget  year  under  the  assumption  of  sus- 
tained economic  activity  outlined  earlier.  Total  sales 
tax,  use  tax,  and  permit  fee  collections  have  been 
estimated  at  $580,000,000  for  1956-57,  compared  with 
$564,000,000  apparent  for  the  current  fiscal  year  and 
$492,917,000  actually  received  during  the  year  ending 
June  30,  1955. 

Taxable  sales  are  expected  to  follow  the  rising  trend 
of  income.  The  6  percent  increase  in  income,  however, 
probably  will  not  generate  an  increase  of  the  same 
magnitude  in  taxable  sales.  Californians  made  ex- 
tensive use  of  credit  in  their  purchases  during  1955, 
and  as  a  result  outstanding  consumer  credit  rose  more 
than  three-quarters  of  a  billion  dollars  in  this  State 
during  the  year.  An  increase  of  only  about  one-third 
this  record  is  anticipated  for  1956. 

Other  considerations  underlying  the  revenue  esti- 
mates of  this  tax  are :  ( 1 )  a  reduced  volume  of  motor 
vehicle  sales,  (2)  a  relatively  small  rise  in  construc- 
tion expenditures  with  an  increase  in  nonresidential 
building  offsetting  a  probable  decline  in  housing, 
(3)  substantially  greater  purchases  of  industrial 
equipment  items,  and  (4)  a  normal  purchase  pattern 
of  consumer  nondurable  goods  and  consumer  durables 
(other  than  automobiles)  commensurate  with  the  pro- 
jected population  growth  and  price  rises. 

Californians  are  expected  to  purchase  about  10  per- 
cent fewer  automobiles  in  1956,  but  the  dollar  volume 


of  expenditures  on  vehicles  is  not  expected  to  decline 
more  than  5  percent  from  the  record  level  of  1955. 
Prices  of  current  models  are  about  5  percent  higher 
than  a  year  ago,  and  no  reductions  are  anticipated 
for  the  remainder  of  the  model  year  or  on  1957  vehi- 
cles. Dealers  are  likely  to  continue  the  current  prac- 
tice of  giving  high  trade-in  allowances  rather  than 
cash  discounts,  thus  preserving  the  level  upon  which 
the  sales  tax  is  based.  In  addition,  the  trend  toward 
more  optional  equipment  is  likely  to  continue.  A 
minor  increase  in  dollar  sales  of  replacement  parts 
and  supplies  has  been  assumed.  Total  taxable  sales 
of  motor  vehicles  and  vehicle  supplies  and  parts  have 
been  forecast  at  3.7  percent  below  corresponding 
amounts  in  1955. 

Fewer  dwelling  unit  starts  are  anticipated  for 
1956,  but  rising  construction  costs  and  the  trend  to 
larger  units  should  hold  the  decline  in  dollar  volume 
to  modest  proportions.  On  the  other  hand,  greater 
outlays  are  expected  in  industrial  and  commercial 
building  which  should  more  than  offset  the  decline 
in  home  construction.  In  total,  expenditures  for  build- 
ing materials  and  supplies  are  expected  to  rise  about 
3.3  percent  above  last  year. 

California  will  undoubtedly  share  in  the  large 
volume  of  expenditures  for  plant  and  equipment 
forecast  for  the  current  year.  Available  reports  on 
proposed  plant  expansion  in  1956  indicate  a  greater 
gain  over  the  previous  year  for  this  State  than  for 
the  Nation.  A  moderate  increase  should  also  be  re- 
corded in  supplies,  replacement  parts,  and  other  items 
consumed  in  business  operations.  Total  expenditures 
for  producers'  equipment  and  supplies  are  expected 
to  exceed  last  year 's  record  by  slightly  over  9  percent. 

Purchases  of  consumer  nondurable  goods  should 
rise  about  4.5  percent,  generally  paralleling  popula- 
tion growth  and  the  slight  price  increases  anticipated 
during  the  current  year.  Purchases  of  consumer  dura- 
bles (excluding  automobiles)  are  expected  to  expand 
at  almost  the  same  rate.  Although  the  decline  in  the 
number  of  new  dwelling  units  foreseen  for  1956  will 
have  some  depressing  effect  upon  purchases  of  furni- 
ture and  appliances,  this  decline  in  demand  for  origi- 
nal equipment  should  be  offset  by  a  stronger  demand 
for  replacements  and  by  the  desire  for  an  improved 
standard  of  living. 

Estimated  sales  volumes  for  1956  compared  with 
apparent  sales  in  1955  and  actual  amounts  for  1954, 
summarized  in  five  broad  groups,  are  given  below : 


(MiUions  of  dollars) 


Percent 


1951, 

Nondurables  _.              .  $6,304 
Consumer    durables  t-  1,459 
Motor   vehicles   and 
motor    vehicle    sup- 
plies and  parts 2,987 

Ruilding   materials 1,773 

Producers'  equipment 

and  supplies 2,772 


Actual     Estimated  Estimated     change 


1955' 

$6,912 

1,6S8 


4,183 
2,141 

3,161 


1956 
$7,225 
1,763 


from  1955 
4.5 
4.4 


4,027       —3.7 
2,212  3.3 


3,453 


Total $15,295      $18,085      $18,680 

*  Actual  for  first  three  calendar  quarters  and  estimated  for  the  fourth, 
t  Other  than  motor  vehicles  and  building  materials. 


9.2 
3.3 


As  in  previous  years,  another  method  also  has  been 
used  to  estimate  the  volume  of  transactions  subject  to 
sales  tax  during  the  period  covered  by  this  budget. 
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This  employs  the  average  relationship  between  taxable 
sales  and  the  estimated  spendable  resources  of  civil- 
ians in  California  during  the  20  years  1935  through 
1954.  Based  on  this  relationship,  the  $25.7  billion  of 
spendable  resources  estimated  for  1956  should  produce 
taxable  transactions  amounting  to  $18.7  billion.  This 
compares  very  favorably  with  taxable  sales  estimated 
by  analysis  of  the  industry  groups  comprising  the 
sales  tax  base. 

Total  taxable  sales  forecast  for  1956  have  been  allo- 
cated by  quarters,  assuming  a  normal  seasonal  pattern 
with  an  allowance  made  for  an  early  Easter  in  the 
current  year.  Receipts  from  the  sales  tax  audit  pro- 
gram and  other  miscellaneous  assessments  have  been 
estimated  to  total  $13,000,000,  compared  with 
$12,400,000  in  1955.  Sales  tax  on  gasoline  tax  refunds 
(fuel  consumed  off  the  highways)  has  been  estimated 
at  $1,200,000  compared  with  the  $1,251,000  withheld 
during  the  calendar  year  1955. 5 

Bank  and  Corporation  Tax— $757 ,500,000 

Corporate  income  subject  to  the  bank  and  corpora- 
tion tax  reached  $3,325,000,000  in  1955,  up  6.7  per- 
cent from  the  corresponding  total  of  the  previous  year, 
according  to  data  provided  by  363  sample  corpora- 
tions which  make  up  more  than  half  the  tax  base. 
Among  the  69  industry  groups  comprised  in  this  sur- 
vey, 46  reported  increases  over  1954,  while  23  showed 
no  change  or  declines.  Among  those  scoring  the  larg- 
est improvement  were  manufacturing,  telephone  and 
telegraph,  and  gas  and  electric  utilities ;  the  important 
groups  with  lower  profits  last  year  included  oil  pro- 
duction, banking,  nonresidential  construction,  agricul- 
ture, rail  and  highway  transportation,  retail  food 
stores,  and  motion  pictures. 

The  6.7  percent  increase  over  1954  reported  by 
California  firms  compares  with  an  estimated  27  per- 
cent gain  in  profits  for  corporations  in  the  Nation. 
Lest  this  be  taken  as  an  unfavorable  comparison,  it 
must  be  pointed  out  that  California  corporations 
showed  an  increase  in  aggregate  earnings  during  1954 
while  the  national  earning  trend  was  down.  Over  the 
two-year  period  from  1953  to  1955,  California  firms 
registered  an  18.9  percent  advance,  as  against  12.8 
percent  nationally. 

The  following  table  compares  the  percentage  change 
in  corporate  profits  before  taxes  in  1955  over  1954  for 
both  the  United  States  and  California  by  major  in- 
dustries : 

Percentage  Change  in  Corporate  Profits  Before  Taxes 
1955  Compared  to  1954  by  Major  Industry 

United  States  *  California 

Mining +33.0  — 7.2 

Manufacturing +35.1  +13.3 

Transportation +57.1  — 15.3 

Communications  and  public  utilities +15.4  +23.4 

All  other  industries +23.6  +0.7 

Total  all  industries +27.0  +6.7 

*  Based  on  charges  first  nine  months  of  1955   compared  to  first  nine  months  of 
1954. 

5  In  preparing  revenue  estimates,  calendar  year  data  are  used 
almost  exclusively  in  order  to  take  full  advantage  of  such 
related  material  as  census  reports,  personal  income,  and 
other  economic  data.  All  estimates  include  assessments  of 
additional  tax,  interest,  and  penalties  as  a  result  of  the 
audit  programs  of  tax  administering  agencies.  Calendar  year 
estimates  are  apportioned  to  fiscal  years  on  the  basis  of 
ratios   during  recent  years. 


In  preparing  estimates  of  earnings  for  1956,  it  was 
assumed  that  the  loss  in  income  experienced  by  banks 
due  to  security  operations  will  be  halved,  while  their 
net  earnings  on  other  operations  will  increase  approxi- 
mately 3  percent,  compared  to  an  11  percent  gain  in 
1955.  In  total,  therefore,  income  from  banking  opera- 
tions in  1956  is  assumed  to  exceed  1955  earnings  by 
about  10  percent.  Income  of  public  utility  and  com- 
munication enterprises  should  continue  upward  as 
greater  demands  for  these  services  by  industry  and  a 
growing  population  are  satisfied.  Railroads,  in  1956, 
are  expected  to  reverse  the  downward  trend  of  the 
last  few  years  and  show  a  slight  improvement.  Net 
profits  of  other  industries,  in  the  aggregate,  may  de- 
cline slightly,  primarily  as  a  result  of  more  intense 
competition,  higher  operating  costs,  and  curtailed 
activity  in  the  residential  construction  and  motor 
vehicle  fields. 

In  total,  corporate  profits  subject  to  the  California 
bank  and  corporation  tax  in  1956  are  expected  to  total 
$3.340,000,000— slightly  above  the  record  level  of 
1955.  Collections  from  the  audit  program  should 
amount  to  $9,000,000  in  both  1956  and  1957  compared 
with  $8,960,000  for  1955.  The  second  installment  of 
the  bank  tax,  due  in  January  1957,  is  estimated  at 
$11,250,000.  After  adjustments  and  distribution  on  a 
fiscal  year  basis,  revenue  from  this  source  in  the 
budget  year  is  estimated  at  $151,500,000,  against 
$151,000,000  currently  and  $133,661,000  in  1954-55.t 

Personal  Income  Tax— $126,300,000 

Income  received  by  Californians  during  the  calen- 
dar years  1954,  1955,  and  1956  largely  determine  in- 
come tax  collections  for  the  Fiscal  Years  1955-56  and 
1956-57.  Revenue  estimates,  therefore,  have  been  based 
upon  the  recently  inaugurated  personal  income  series, 
by  states,  published  by  the  U.  S.  Department  of  Com- 
merce for  1954,  and  estimated  personal  income  of  Cali- 
fornia residents  for  1955  and  1956,  prepared  by  the 
Department  of  Finance.  The  estimate  of  personal  in- 
come for  1955  was  based  upon  available  data  relating 
to  wage  and  salary  disbursements,  proprietors'  in- 
come, property  income,  transfer  payments,  and  con- 
tributions made  for  social  insurance.  Income  for  1956 
was  estimated  in  accordance  with  the  general  economic 
outlook  discussed  previously. 

Income  to  California  residents  for  the  three  years 
under  consideration  is  shown  in  the  following  table : 

Personal  Income 
(Millions  of  dollars) 
195Jf  1955  1956 
Wage   and   salary   disburse- 
ments            $18,3S3        520,345        §21,600 

Proprietors'    income 3,559  3,836  3,900 

Property    income     (dividends, 

interest,  and  rents) 3,481  3.674  3,840 

Other     income 2,110  2,303  2,600 

Less :  Contributions  for 

social    insurance 507  5S3  640 

Totals $27,026        $29,575        $31,300 

i  The  supplementary  corporation  income  tax  is  combined  with 
the  bank  and  corporation  franchise  tax  for  purposes  of  reve- 
nue estimating  and  reporting  in  this  budget.  The  two  levies 
are  identical  in  essential  features.  The  corporation  income 
tax  is  estimated  to  yield  51,200,000  in  1955-56  and  $1,000,- 
000  in  1956-57.  Actual  receipts  last  year  were  $885,000. 
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Income  from  wages  and  salaries  accrues  primarily 
to  the  lower  and  middle  income  groups,  proprietors' 
income  to  the  upper  middle  brackets,  and  property 
income  to  the  higher  income  group.  Consequently,  the 
source  of  income  as  well  as  the  magnitude  is  of  im- 
portance in  determining  the  effect  of  income  upon  tax 
receipts.  Ten  years  of  relationship  between  tax  re- 
ceipts attributable  to  wage  and  salary  disbursements, 
proprietors '  income,  dividends,  interest,  and  rental  in- 
come, and  their  counterparts  in  the  personal  income 
series  was  used  to  estimate  collections  from  each  of 
the  above  groups.  Based  upon  these  relationships  and 
che  estimates  of  personal  income  shown  above,  tax 
liability  was  estimated  for  each  of  these  sources.  On 
this  basis,  approximately  90  percent  of  the  current 
year  self-assessed  tax  was  determined. 

The  remaining  10  percent  of  tax  liability  is  gen- 
erated by  two  income  sources  having  no  such  relation- 
ship upon  which  to  estimate  self-assessments.  These 
are  net  capital  gains  and  miscellaneous  income.  The 
former  has  no  counterpart  in  the  income  series  while 
the  latter,  composed  primarily  of  income  from  fiduci- 
aries and  alimony  payments,  has  no  relationship  with 
the  miscellaneous  income  of  the  personal  income  series. 
It  was  assumed  that  capital  gains  reported  on  1955 
returns  would  be  substantially  higher  than  in  preced- 
ing years  as  a  result  of  the  profit  taking  on  security 
holdings  immediately  following  the  news  of  the  Presi- 
dent's illness.  Price  increases  of  real  property  should 
have  an  added  effect  on  this  type  of  income.  Capital 
gains  are  expected  to  decline  in  1956,  assuming  no 
repetition  of  the  profit  taking  of  the  previous  year. 
However,  gains  from  transactions  in  real  property 
should  be  fairly  constant.  This  sector  is  highly  impre- 
dictable  and  directional  fluctuations  in  opposition  to 
income  trends  are  not  uncommon.  Tax  receipts  from 
miscellaneous  income  have  been  relatively  stable  in  the 
last  few  years,  and  revenue  from  this  source  has  been 
held  at  current  levels. 

Collections  resulting  from  office  assessments  are 
expected  to  be  greater  by  $500,000  in  1956-57  than  in 
the  current  year  as  a  result  of  enforcement  activities. 
Action  by  the  1955  Legislature  bringing  many  of  the 
sections  of  the  personal  income  tax  law  into  conform- 
ity with  federal  provisions  is  not  expected  to  influence 
collections. 

The  personal  income  tax  has  been  estimated  to  yield 
$126,300,000  during  1956-57  compared  with  $120,900,- 
000  in  1955-56.  Actual  receipts  during  1954-55  totaled 
$106,738,000. 

Insurance  Tax— $41 ,350,000 

Revenue  from  the  2.35  percent  tax  on  insurance 
companies  during  1956-57  will  be  based  upon  gross 
premiums  written  last  calendar  year.  Following  the 
method  used  successfully  in  previous  estimates,  133 
major  insurers  were  requested  to  provide  data  on  the 
percentage  change  in  the  dollar  volume  of  business  in 
1955  compared  with  1954,  by  types  of  insurance. 
Replies  from  the  entire  sample  show  that  most  major 
lines  increased  last  year,  led  by  substantial  gains  in 
life  and  disability  insurance.  However,  rate  reduc- 
tions on  automobile  insurance  held  premiums  for 
this  type  of  coverage  to  a  modest  2.6  percent  advance 
over     1954.     Workmen's     compensation     premiums, 


which  account  for  one-twelfth  of  the  base,  remained 
at  the  1954  level  despite  the  increase  in  employment. 
It  is  estimated  that  dividends  to  policyholders  con- 
tinued the  long-term  upward  trend,  and  the  deduc- 
tion allowed  for  property  taxes  paid  on  principal 
office  buildings  in  California  also  rose  moderately. 
As  a  result,  insurance  tax  payments  in  1956-57  are 
estimated  at  $41,350,000,  an  increase  of  5.7  percent 
over  the  $39,104,000  shown  for  the  present  year  and 
7.4  percent  over  actual  receipts  of  $38,501,000  during 
1954-55. 

Inheritance  and  Gift  Taxes— $36,850,000 

Inheritance  and  gift  tax  receipts  depend  primarily 
upon  the  number  and  size  of  bequests  and  upon  the 
relationship  between  decedent  or  donor  and  the  bene- 
ficiary. However,  general  business  conditions  and 
price  levels  also  influence  the  volume  of  collections. 
The  higher  security  values  prevailing  during  recent 
months  are  being  reflected  in  current  receipts  and 
will  continue  to  exercise  an  influence  for  the  re- 
mainder of  the  current  fiscal  year  at  least.  Inherit- 
ance tax  collections  are  currently  running  at  an 
annual  rate  of  more  than  $2.64  per  capita  and,  allow- 
ing for  population  growth,  it  seems  reasonable  to 
assume  total  collections  of  $35,000,000  during  1956- 
57.  Inheritance  tax  collections  in  1954-55  were  $28,- 
429,000,  and  a  total  of  $32,500,000  is  estimated  for 
the  current  fiscal  year. 

Receipts  from  the  gift  tax  are  estimated  at  $1,850,- 
000  in  the  budget  year,  compared  with  $1,800,000 
in  the  current  period  and  $1,821,000  during  1954-55. 

Alcoholic  Beverage  Taxes— $36,150,000 

The  increase  effected  last  year  in  the  excise  tax  rate 
on  distilled  spirits  is  clearly  evident  in  the  estimates 
of  revenue  from  this  source  during  the  current  year 
and  next.  The  1955  adjustment  carried  this  levy  from 
80  cents  to  $1.50  per  gallon — median  rate  for  the 
Country  as  a  whole.  As  a  result,  receipts  from  this  tax 
are  estimated  at  $31,750,000  for  next  year,  compared 
with  $33,000,000  in  1955-56  and  $16,108,000  in  the 
last  year  under  the  old  tax  rate.  The  current  figure, 
$33,000,000,  is  abnormal  in  two  respects.  It  includes 
receipts  from  the  70-cent  per  gallon  "floor  tax"  on 
dealers'  inventories  July  1,  1955,  imposed  at  the  time 
the  excise  tax  increase  became  effective.  This  supple- 
mentary levy  produced  approximately  $3,100,000  in 
current  year  income.  Second,  so  far  as  revenue  compu- 
tations are  concerned,  the  $1.50  rate  will  not  have  been 
in  effect  for  the  full  twelve  months  of  1955-56.  Re- 
ceipts during  July  of  last  year  represented  tax  on 
sales  made  during  June  and  subject  to  the  80  cent 
rate.  Excluding  the  floor  tax,  receipts  this  year  will 
be  somewhat  below  the  annual  volume  of  revenue  to  be 
expected  at  the  new  tax  rate. 

Distilled  spirits  consumption  continues  to  increase 
each  year — from  a  total  of  19,704,000  gallons  in  1954 
to  20,954,000  gallons  last  calendar  year.  In  terms  of 
the  adult  population,  per  capita  consumption  has 
shown  a  slight  down  trend  during  the  past  several 
years.  In  the  twelve  months  ending  last  December  31, 
taxable  consumption  amounted  to  2.53  gallons  per 
adult,  and  this  ratio  has  been  projected  at  2.48  gallons 
this  calendar  year  and  2.45  for  1957,  making  totals 
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of  21,100,000  and  21,300,000  gallons,  respectively,  in 
these  two  periods. 

The  excise  tax  on  beer  and  wine  is  expected  to  in- 
crease slightly  over  the  $4,172,000  received  in  1954-55. 
After  varying  only  a  minor  fraction  in  four  years, 
taxable  beer  consumption  per  adult  dropped  2.5  per- 
cent in  1954  to  21.89  gallons  per  capita.6  This  re- 
lationship has  been  estimated  at  22.2  gallons  in  both 
1956  and  1957.  Dry  wine  consumption,  which  has  fol- 
lowed a  gradual  upward  trend  for  several  years,  is 
expected  to  reach  1.26  gallons  per  adult  in  1956  and 
1.32  in  1957.  Use  of  sweet  wine,  which  has  varied 
widely  in  relation  to  adult  population,  has  been  held 
at  approximately  1.9  gallons  in  projecting  budget 
revenue  from  this  source.  Receipts  from  the  tax  on 
each  of  the  principal  types  of  beverages  are: 

(Thousands  of  dollars) 

Actual  Estimated  Estimated 

1951,-55  1955-56  1956-57 

Distilled   spirits $16,108  $33,000  $31,750 

Beer 1  3,735  3,800 

Sweet  wine (       4,172  315  325 

Dry  wine (  100  115 

Sparkling  wine )  150  160 

Totals    $20,280  $37,300  $36,150 

Private  Car  T  a  x-$l  ,350,000 

Railroad  cars  owned  by  companies  other  than  rail- 
roads are  taxed  by  the  State  in  lieu  of  local  levies  on 
this  type  of  property.  The  tax  is  based  upon  assessed 
value  and  the  number  of  days  each  unit  of  equipment 
is  located  in  California  during  the  year.  The  rate  im- 
posed is  the  average  tax  on  real  and  personal  property 
throughout  the  State  in  the  preceding  fiscal  year.  On 
this  basis,  an  assessment  of  $1,301,000  was  made  for 
1954-55,  including  minor  amounts  of  interest  and 
penalties.  The  average  values  per  unit  have  been  ris- 
ing slowly  in  the  last  five  years  and  this  slight  up- 
trend will  probably  continue.  The  average  tax  rate 
will  be  $5.16  per  $100  of  value — approximately  7  cents 
more  than  last  year.  This  pattern  of  higher  values  at 
increased  rates  indicates  total  receipts  of  $1,331,000 
in  1955-56  and  $1,350,000  in  1956-57. 

Other  Genera/  Fund  Revenue— $40,337,000 

For  the  most  part,  other  revenue  to  the  General 
Fund  represents  such  nontax  items  as  receipts  from 
the  care  of  patients  at  state  hospitals,  oil  and  mineral 
royalties,  interest  income,  and  departmental  charges 
of  various  types.  In  addition,  there  is  included  the 
General  Fund  shares  of  liquor  license  fees,  horse  rac- 
ing revenue,  and  motor  vehicle  license  fees,  shown 
with  major  taxes  and  fees  in  Schedule  2.  These  ac- 
count for  $8,801,000,  or  approximately  one-fifth  of 
the  total  treated  as  "other  revenue." 

Departmental  revenue  available  for  general  use  has 
shown  a  gradual  increase  over  the  years,  and  will  con- 
tinue to  grow  in  1956-57.  Miscellaneous  receipts  drop 
sharply  from  $32,405,000  in  1954-55  to  $13,898,000 
expected  in  1955-56,  due  almost  entirely  to  the  fact 
that  the  former  amount  includes  $19,419,000  released 
to  the  General  Fund  from  oil  royalty  revenue  im- 
pounded  during   the   controversy   with   the   Federal 

0  Computed  on  the  basis  of  population  aged  21  and  over. 


Government  over  ownership  of  the  tidelands.  Miscel- 
laneous revenue  in  1956-57  is  estimated  at  $15,163,000. 
The  total  of  $40,337,000  shown  as  other  General 
Fund  revenue  anticipated  in  1956-57,  may  be  com- 
pared with  $37,821,000  in  the  current  fiscal  year  and 
$55,474,000  in  1954-55. 

SPECIAL  FUND  REVENUE 

A  substantial  part  of  the  State's  revenue  is  re- 
stricted as  to  use  by  provisions  of  the  Constitution  or 
statutes,  and  under  California's  financial  procedure 
this  money  is  separately  accounted  in  various  special 
funds.  Three  categories  of  income  comprised  in  the 
special  fund  total  are :  (1)  the  receipts  from  broad  tax 
levies  which  are  dedicated  to  specific  functions;  (2) 
charges  for  special  services  to  specific  groups;  and 
(3)  certain  rentals,  royalties,  and  other  receipts  ear- 
marked for  particular  purposes.  Motor  vehicle  taxes 
and  fees  which  must  be  used  for  highways  and  activi- 
ties related  to  motor  vehicles  illustrate  the  first  of 
these  classes.  License  fees  for  the  regulation  of  busi- 
nesses and  professions  are  typical  of  the  second,  while 
oil  royalties  dedicated  to  beach  and  park  development 
are  examples  of  the  third  group.  Interest  earned 
by  the  investment  of  special  fund  money  accrues  to 
the  fund  for  which  the  investments  are  held. 

Receipts  from  taxes  and  license  fees  related  to  the 
ownership  or  operation  of  motor  vehicles  account  for 
approximately  one-third  of  all  state  revenue  and  86 
percent  of  the  money  going  into  special  funds  next 
year.  The  most  interesting  development  in  this  area  of 
fiscal  operations  is  the  great  productivity  of  these 
levies  during  periods  of  intense  business  activity.  Dur- 
ing 1953-54,  first  year  under  the  higher  rates  imposed 
to  finance  an  expanded  highway  construction  pro- 
gram, receipts  totalled  $402  million.  The  following 
year  this  increased  a  little  more  than  10  percent  to 
reach  $444  million.  In  the  current  fiscal  period,  the 
aggregate  is  estimated  at  $497  million,  and  for  1956-57 
the  projection  is  $520  million.7  Thus,  in  a  space  of 
three  years,  receipts  have  increased  more  than  $118 
million,  or  nearly  30  percent,  with  only  minor  revi- 
sions in  the  scope  of  the  tax  and  no  increase  in  tax 
rates.  The  entire  change  is  the  result  of  growth  in  the 
number  of  registered  vehicles,  increased  prices  which 
have  influenced  market  values  of  vehicles  established 
in  connection  with  the  vehicle  license  fee,8  and  to  a 
minor  extent,  the  larger  volume  of  business  handled 
by  highway  transportation  companies. 

Motor  Vehicle  Fees-$220,527,000 

Fee-paid  registrations  are  expected  to  reach  a  total 
of  7,400,000  by  December  31,  1957.  This  includes  pas- 
senger cars,  trucks,  trailers,  and  motorcycles  and  com- 
pares with  a  total  of  6,650,000  at  the  end  of  last  year. 
Since  1950,  a  net  of  1,700,000  vehicles  have  been  added 
to  the  registration  rolls,  against  an  increase  of  approx- 
imately 2,350,000  in  civilian  population — an  addition 
of  more  than  two  cars  for  every  three  people.  By  the 

7  Including  minor  amounts  from  the  motor  vehicle  license  fee 
(in  lieu  tax)   credited  to  the  General  Fund. 

s  The  vehicle  license  fee  is  levied  at  the  rate  of  2  percent  of  the 
market  value  of  vehicles,  determined  in  accordance  with  pro- 
visions of  this  law,  and  is  In  lieu  of  local  ad  valorem  taxes 
on  motor  vehicles. 
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close  of  this  year  there  will  be  one  car  or  truck  for 
every  two  persons  residing  in  California. 

Principal  change  in  motor  vehicle  fees  last  year  was 
the  extension  of  registration  requirements  and  the 
vehicle  license  fee  to  cover  house  trailers,  whether  or 
not  they  are  operated  on  the  highways.9  This  is  ex- 
pected to  add  approximately  $800,000  to  registration 
fee  receipts  during  the  current  year  and  $1,200,000 
in  1956-57. 

Average  registration  and  weight  fees  per  vehicle 
have  remained  relatively  stable  over  the  two  years 
following  the  1953  adjustment  in  these  charges.  How- 
ever, average  vehicle  license  fees  have  risen  each  year 
as  a  greater  number  of  new  vehicles  enter  the  tax  base. 
In  1954,  the  average  fee  was  $12.69,  and  in  the  fol- 
lowing year  this  increased  to  $13.22.  The  effect  of  the 
increasing  number  of  higher  priced  vehicles  is  clearly 
evident  in  the  advance  of  total  vehicle  license  fee  col- 
lections from  $85,703,000  during  1954-55  to  an  esti- 
mated $100,300,000  in  the  current  fiscal  year  and 
$108,500,000  in  the  budget  period.  Of  the  latter  sum, 
all  except  $5,077,000,  appropriated  to  pay  the  cost  of 
administration  and  highway  debt  service,  will  be  re- 
turned to  city  and  county  governments  for  general 
use. 

A  summary  of  actual  and  estimated  motor  vehicle 
fee  revenue  is  given  below.  The  amounts  shown  as 
registration  and  weight  fees  include  approximately 
$5,500,000,  annually,  in  transfer  charges  formerly  re- 
ported separately. 

(Millions  of  dollars) 
Actual       Estimated     Estimated 
1954-55       1955-56         1956-57 

Registration  and  weight  fees..  $92.5  $100.4  $104.6 

License  (in  lieu)  fees 85.7*  100.3*  10S.5  * 

Drivers'  licenses 5.9  5.7  6.0 

Caravan  fees 0.7  0.7  0.7 

Other  fees 0.7  0.7  0.7 

Totals $185.5  $207.8  $220.5 

*  Including  amounts  for  highway  bond  interest  and  redemption, 
handled   through   the   General   Fund. 

Motor  Vehicle  Fuel  Taxes-$282,51 8,000 

Motor  vehicle  fuel  tax  revenue  arises  from  two 
levies  on  vehicles  traveling  California 's  highways ;  the 
6  cent  per  gallon  tax  on  gasoline  and  the  7  cent  tax 
on  each  gallon  of  diesel  fuel  consumed.  During  the 
1956-57  Fiscal  Year  the  gasoline  tax  will  produce  an 
estimated  $265,000,000  and  the  use  (diesel)  fuel  tax 
$17,500,000.10 

The  projected  $265,000,000  to  be  derived  from  the 
gasoline  tax  compares  with  an  estimated  $258,000,000 
in  the  current  fiscal  year  and  $230,432,000  in  1954-55. 
The  increase  of  $27,600,000  between  1954-55  and  the 
present  year,  but  only  $7,000,000  from  this  year  to 
next  is  the  result  of  three  factors.  First,  approxi- 
mately $4,000,000  of  revenue  which  normally  would 
have  been  received  in  June,  1955,  actually  came  in 
during  July,  thus  inflating  the  current  total  and  de- 
flating the  sum  for  1954-55  by  this  amount.  Adjusted 


"Chapter  1653,  Statutes  of  1955.  Provisions  of  this  act  exempt 
certain  trailers  in  the  hands  of  manufacturers  and  dealers 
and   those  with  valid   registration   in   other   states. 

10  $18,000  will  be  derived  from  the  brokers'  and  producers'  li- 
cense fee  imposed   in  connection  with  the  gasoline  tax. 


for  this  lag  in  collections,  the  increases  would  be  $19,- 
600,000  between  1954-55  and  the  present  year  and 
$11,000,000  between  this  year  and  1956-57. 

Second,  the  tremendous  volume  of  vehicle  sales  dur- 
ing 1955  carried  registrations  up  sharply  from  6,195,- 
000  in  December  31,  1954,  to  6,732,000  at  the  same 
date  last  year.11  This  increase  contributes  materially 
to  the  volume  of  gasoline  consumption  in  1955-56. 
However,  the  growth  in  registrations  estimated  for 
the  current  calendar  year  is  more  modest — to  a  total 
of  7,105,000  on  December  31,  1956.  The  reduced  rate 
of  registration  growth  accounts  for  approximately 
$8,000,000  of  the  decline  in  revenue  accretion  between 
this  year  and  next. 

Third,  the  rising  number  of  two-car  families,  more 
efficient  motor  operation,  and  withdrawal  of  older 
vehicles  has  caused  a  decline  in  average  annual  gaso- 
line consumption  per  vehicle  in  recent  years.  This  is 
expected  to  continue  through  1956-57,  further  reduc- 
ing the  rate  of  increase  in  revenue  from  this  source. 
Diesel  fuel  consumption  should  follow  the  long-term 
upward  trend  which  has  characterized  utilization  of 
this  commodity.  The  $17,500,000  estimated  as  revenue 
from  this  source  compares  with  $16,100,000  indicated 
for  the  current  year  and  $14,156,000  received  in 
1954-55. 

Comparative  revenue  from  the  two  motor  vehicle 
fuel  taxes  is  summarized  below: 

(Millions  of  dollars ) 
Actual        Estimated    Estimated 
1951r55         1955-56         1956-51 

Gasoline $230.4  $258.0  $265.0 

Diesel  fuel 14.2  16.1  17.5 

Totals $244.6  $274.1  $2S2.5 

Motor  Vehicle  Transportation  Tax— $1 6,636,000 

Firms  and  individuals  engaged  in  the  transporta- 
tion of  persons  or  property  for  hire  by  motor  vehicles 
upon  the  state  highways  are  subject  to  a  tax  of  3  per- 
cent on  gross  receipts  from  such  operations.  A  close 
relationship  exists  between  total  business  from  these 
operations  and  total  personal  income  of  the  people 
of  California.  With  the  prospect  of  an  increase  in 
income,  gross  assessments  are  estimated  at  $19,500,000 
during  the  current  year  and  $21,000,000  in  the  budget 
year.  However,  one-third  of  the  weight  fees  paid  on 
vehicles  used  in  these  operations  may  be  credited 
against  the  tax  liability.  Moreover,  three  changes  in 
this  tax  were  made  at  the  1955  Legislative  Session 
which  in  the  aggregate  have  reduced  revenue  from 
this  source  by  approximately  $500,000  per  year.  Ex- 
emptions were  provided  for  gross  receipts  (1)  derived 
from  hauling  rubbish  and  industrial  waste,  (2)  de- 
rived from  operations  entirely  within  the  external 
boundaries  of  cities,  and  (3)  taxed  by  cities.  Conse- 
quently, the  net  revenue  from  this  source  during 
1956-57  will  amount  to  $16,600,000.  In  addition,  per- 
mit fees  of  $36,000  will  be  received.  The  total  of 
these  amounts  may  be  compared  with  $15,535,000  this 
year  and  $13,921,000  in  1954-55. 

11  Both  totals  include  exempt  vehicles,  which  constitute  part 
of  the  gasoline  tax  base  but  are  excluded  in  computing 
registration    fees. 


A-16 


Horse  Racing  Fees-$25,750,000 

An  additional  42  days  of  racing  during  the  current 
season  and  in  1956-57,  coupled  with  a  larger  volume 
of  personal  income,  will  augment  the  volume  of  state 
revenue  from  horse  racing  this  year  and  next.  Racing 
has  been  authorized  on  a  total  of  510  days  each  year, 
compared  with  468  during  the  1954-55  Fiscal  Year. 
With  rising  personal  income,  total  wagering  in  the 
1956-57  Fiscal  Year  has  been  estimated  at  $453  mil- 
lion, compared  with  an  estimated  $446  million  in  the 
present  year  and  $404.8  million  in  1954-55.  Revenues 
from  the  graduated  tax  on  pari-mutuel  pools  and 
other  sources,  and  the  distribution  of  this  income 
among  the  various  funds  are  show  below. 

(Thousands  of  dollars) 

Actual  Estimated  Estimated 

1954-55  1955-56  1956-57 

Tax  on  pari-mutuel  pools $21,351  $23,630  $24,040 

Breakage 1,284  1,450  1,485 

Unclaimed  tickets 204  215  220 

Fines  and  penalties -  5  5 

Totals $22,838  $25,300  $25,750 

General  Fund 5,360  5,250  5,390 

Fair  and  Exposition  Fund 16,194  17,850  18,125 

State  College  Fund 1,284  1,450  1.4S5 

Wildlife  Restoration  Fund___  -  750  750 

Liquor  License  Fees— $10, 1 25,000 

The  increase  of  approximately  one  million  dollars 
in  revenue  from  liquor  license  fees  reflects  primarily 
the  changes  in  this  law  made  at  the  1955  Session  of 
the  State  Legislature.  At  that  time  the  initial  fees  for 
licenses  to  operate  liquor  stores  and  drinking  places 
were  increased  substantially,  and  fees  which  formerly 
had  been  exempt  from  the  10  percent  surcharge  were 
brought  under  this  requirement.  The  Department  of 
Alcoholic  Beverage  Control  has  undertaken  to  bring 
the  number  of  licensed  package  goods  stores  into  line 
with  the  increased  population  of  certain  rapidly  grow- 
ing areas  as  a  means  of  curbing  the  excessive  charges 
made  in  connection  with  private  sales  of  liquor 
permits. 

In  total,  therefore,  receipts  from  liquor  license  fees 
during  the  coming  fiscal  year  are  estimated  at 
$10,125,000  against  $9,300,000* currently  and  $9,213,000 
in  1954-55.  Distribution  of  these  amounts  between  the 
General  Fund  and  Alcoholic  Beverage  Control  Fund 
is  shown  in  the  following  summary. 

(Thousands  of  dollars) 
Actual    Estimated  Estimated 
1954-55      1955-56      1956-51 

General  Fund $379         $1,075         $1,050 

Alcoholic  Beverage  Control  Fund     8,835  8,225  9,075 


Totals 


$9,213         $9,300       $10,125 

Of  the  amounts  shown  for  the  ABC  Fund,  above, 
approximately  four-fifths  will  be  returned  to  cities 
and  one-fifth  to  county  governments  for  expenditure 
locally. 

Other  Special  Funds-$54,293,000 

Other  special  fund  receipts  during  the  ensuing 
fiscal  year  are  estimated  at  $54,293,000,  an  increase 
of  approximately  $1,100,000  over  the  corresponding 
amount  for  the  current  period.  The  total  includes  fees 


collected  by  regulatory  agencies,  receipts  from  sale  of 
fishing  and  hunting  licenses,  charges  for  special  serv- 
ices, oil  and  mineral  royalties,  interest  on  investments 
held  by  special  funds,  and  other  miscellaneous  income 
items.  Detailed  information  on  this  revenue  is  shown 
in  Schedule  2  of  the  budget. 

TAX  TRENDS 

The  record  of  tax  collections  during  1954-55  and 
the  current  year  again  demonstrates  the  great  pro- 
ductivity of  California's  revenue  system  during  a 
period  of  prosperity.  Most  of  the  State  levies  are 
tied  directly  to  the  dollar  volume  of  business  and 
income,  with  a  delay  of  only  a  few  months,  or  a  year 
at  the  most,  between  the  taxable  event  and  receipt 
of  resulting  revenue. 

This  direct  relationship  is  clearly  shown  in  the 
record  of  collections  over  the  last  twenty  years.  With 
only  a  slight  increase  in  the  burden  upon  aggregate 
income,  tax  receipts  have  multiplied  more  than  six- 
fold since  the  present  system  was  adopted  in  1935. 
General  Fund  levies  are  actually  lighter  today  in 
relation  to  total  personal  income  than  they  were  two 
decades  ago.  The  increase  has  been  entirely  in  special 
fund  taxes,  and  this  adjustment  was  made  partially 
as  a  means  of  financing  an  expanded  program  of  State 
and  local  highway  and  street  construction,  partly 
as  a  result  of  an  increase  in  the  motor  vehicle  license 
(in  lieu  tax)  rate  and  higher  vehicle  values,  and 
partly  through  a  shift  of  General  Fund  taxes  to 
special  fund  uses. 

STATE  TAX  BURDEN 

TOTAL  STATE  TAXES  PER  $100   OF 
PERSONAL  INCOME 
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With  General  Fund  tax  revenue  estimated  at  $982,- 
301,000  during  1956-57,  receipts  will  represent  $3.14 
per  $100  of  the  estimated  personal  income  of  the 
people  of  California  during  1956.  The  corresponding 
ratio  for  the  current  fiscal  year  in  relation  to  1955 
income  is  estimated  at  $3.23,  while  the  relative  bur- 
den in  1954-55  was  $3.08  per  $100  of  personal  income. 
On  this  basis  the  heaviest  burden  was  carried  in  the 
period  just  prior  to  World  War  II,  when  the  five 
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year  average  was  $3.30  and  a  peak  of  $3.35  was 
reached  on  two  occasions.  The  long-term  decline  in 
this  ratio  is  due  primarily  to  liberalization  of  tax 
laws  and  to  the  diversion  of  certain  former  General 
Fund  levies  to  special  uses.  For  example,  the  personal 
income  tax  has  been  materially  lightened,  a  greater 
share  of  liquor  license  fees  have  been  relinquished 
to  local  governments,  and  the  motor  vehicle  trans- 
portation tax  revenue  has  been  dedicated  to  State 
highway  uses. 

Special  fund  taxes  in  the  budget  year  will  amount 
to  $1.75  per  $100  of  personal  income,  compared  to 
$1.77  currently  and  an  average  of  $1.38  before  the 
war.  As  indicated  above,  this  increase  is  due  to  the 


combined  effect  of  higher  motor  vehicle  tax  rates 
and  the  shifting  of  former  General  Fund  revenues 
to  specific  purposes.  In  total,  special  fund  levies  on 
motor  vehicles  (including  vehicle  license  fees)  have 
increased  42  cents  per  $100  of  personal  income  over 
the  last  two  decades,  while  the  burden  of  other  special 
fund  taxes  has  changed  by  only  a  minor  fraction  of 
a  cent. 

A  comparison  of  tax  receipts  per  $100  of  personal 
income  over  the  course  of  the  last  twenty  years  is 
shown  in  the  accompanying  table  and  chart.  For  con- 
venience of  presentation,  generally  similar  fiscal 
periods  from  1936  through  1955  have  been  grouped 
and  averaged  in  the  chart. 


SUMMARY  OF  STATE  POPULATION,  INCOME  OF  CALIFORNIA  RESIDENTS,  AND  STATE  TAX  COLLECTIONS 

Excluding  Departmental  and  Miscellaneous  Revenues 


Estimated 

Population 

July  1st 

(Thousands) 

Estimated 

Personal 

Income 

(Millions) 

Income 

per 
Capita 

Fiscal 
Year 

State  Tax  Collections 

Taxes  per  $100  of 

General           Snecial                                          1  axes  per  uapita 

Personal  Income 

Year 

Fund              Funds               Total         General       Special 
(Thousands)    (Thousands)    (Thousands)     Fund         Funds         Total 

General    Special 
Fund       Funds       Total 

1936 6,341         $4,817          $760             1936-37     $155,047     $63,723      $218,770     $24.10     $9.90     $34.00       $3.22     $1.32  $4.54 

1937 6,528           5,132            786             1937-38       172,159       68,161        240,320       26.12     10.34       36.46         3.35       1.33  4.68 

1938 6,656           5,088            764             1938-39       166,808       69,288        236,096       24.82     10.31       35.13         3.28       1.36  4.64 

1939 6,785           5,257            775             1939-40       174,142       76,813        250,955       25.36     11.19       36.55         3.31       1.46  4.77 

1940 6,950           5,839            840             1940-41       195,796       84,553        280,349       27.80     12.00       39.80         3.35       1.45  4.80 

1941* 7,049           7,145         1,014             1941-42       238,440       85,768        324,208       33.24     11.96       45.20         3.34       1.20  4.54 

1942*__.             7,297           9,374         1,285             1942-43       274,575       71,906        346,481       36.94       9.67       46.61         2.93         .77  3.70 

1943* 7,570         12,033         1,590             1943-44       301,506       72,282        373,788       38.53       9.24       47.77         2.51         .60  3.11 

1944* 8,083         13,171         1,629             1944-45       314,237      80,238        394,475       37.84       9.66       47.50         2.39         .61  3.00 

1945* 8,523         13,513         1,585             1945-46       353,400     113,245        466,645       37.39     11.98       49.37         2.32         .75  3.07 

1946 9,559        16,084         1,683             1946-47       432,859     137,751        570,610       44.64     14.21       58.85         2.69         .86  3.55 

1947 9,832         16,637         1,692             1947-48       457,297     228,708        686,005       45.97     22.99       68.96         2.75       1.37  4.12 

1948 10,064         17,612         1,750             1948-49       485,368     249,344        734,712       47.58     24.44       72.02         2.76       1.41  4.17 

1949 10,337         17,835         1,725             1949-50       524,428     268,177        792,605       50.07     25.61       75.68         2.94       1.50  4.44 

1950 10,609         19,650         1,825             1950-51       647,992     295,542        943,534      59.81     27.28       87.09         3.30       1.50  4.80 

1951 11,058         22,760         2,05S             1951-52       709,245     322,699     1,031,944       62.21     28.31       90.52         3.11       1.42  4.53 

1952 11,743         25,025         2,131             1952-53       754,048     346,480     1,100,528       63.07     28.98       92.05         3.01       1.39  4.40 

1953 12,168         26,592         2,185             1953-54       772,250     442,538     1,214,788       62.37     35.74       98.11         2.90       1.67  4.57 

1954 12,595         27,026         2,146             1954-55       831,899     467,814     1,299,714       64.92     36.50     101.42         3.08       1.73  4.81 

1955 13,035         29,600         2,271             1955-56       956,696     523,313     1,480,010       72.23     39.51     111.74         3.23       1.77  5.00 

1956 13,455         31,300         2,326             1956-57       982,301     546,755     1,529,056       71.90     40.02     111.92         3.14       1.75  4.89 

*  Amounts  shown  during  period  of  World  War  II  represent  civilian  population,  estimated  income  of  civilians,  and  per  capita  civilian 

income. 
Population  data,  1936  through  1949,  are  based  on  United  States  Census  Bureau  estimates ;  population,  1950  to  date,  estimated  by  the 

State  Department  of  Finance. 

Income  of  individuals,  1936  through  1954,  from  United  States  Department  of  Commerce  estimates,  Survey  of  Current  Business,  Sept. 

1955.    Reported   totals   for   1941    through   1945   have   been   adjusted  to  exclude  income  of  armed  forces  personnel.  Data  for  1955 

and  1956  are  estimates  by  the  State  Department  of  Finance. 
Income  per  capita  computed  from  population  and  income  data  shown.  Amounts  differ  somewhat  from  U.  S.  Department  of  Commerce 

estimates. 
Taxes  per  capita  computed  on  the  basis  of  population  January  1st,  the  midpoint  of  the  fiscal  year. 
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— Continued 

Corrections : — Continuod 
Youth  Authority: 

Departmental  Administration 

County  Board  Charges -. 

Fred  C.  Nelles  School  for  Boys 

Preston  School  of  Industry 

Los  Guilucos  School  for  Girls 

Ventura  School  for  Girls.. 
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Totals,  Corrections 

Education: 

Department  of  Education: 

General  Activities 

State  Colleges  and  Technical  Schools: 

Fresno  State  College    __ 

Humboldt  State  College 

Long  Beach  State  College 

Los  Angeles  State  College  of  Applied 

Arts  and  Sciences 

Sacramento  State  College 

San  Diego  State  College..* 

San  Francisco  State  College 

San  Jose  State  College 

Cahfornia  State  Polytechnio  College 

California  Maritime  Academy.    

Special  Sohools  for  Physically  Handicapped 
Children: 

California  School  for  the  BUnd 

California  School  for  the  Deaf,  Berkeley 

Cahfornia  School  for  the  Deaf,  Riverside... 
School     for    Cerebral     Palsied     Children, 

Northern  Cahfornia 

School     for     Cerebral     Palsied     Children, 

Orientation  Centers  for  the  Adult  Blind: 

Cahfornia  Industries  for  the  Blind: 

Los  Angeles  Center ._ 

Oakland  Center __     _ _.   .. 
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Expenditure  Requirements,  1956-57 


Continued  rapid  growth  inevitably  must  be  reflected 
in  the  State 's  expenditure  program.  It  affects  the  con- 
stitutional appropriation  for  support  of  public  schools. 
It  determines  both  the  current  needs  and  future  build- 
ing requirements  of  higher  educational  institutions. 
Growth-crowded  thoroughfares  must  have  priority 
in  the  State's  highway  construction  program  and  in 
the  regulation  of  motor  vehicles.  Hospitals  and  cor- 
rectional institutions  not  only  must  meet  the  pres- 
sure of  today's  popidation  but  also  must  prepare  for 
the  patients  who  will  come  next  year  and  the  next. 
Vitally  influencing  some  activities  and  moderately 
affecting  others,  growth  has  carried  the  1956-57  Budget 
to  a  record  expenditure  level. 

State  expenditures  during  the  next  fiscal  year  will 
total  $1,736,112,983  under  the  program  presented  in 
this  document — an  increase  of  $129,949,012  over  the 
corresponding  sum  for  the  current  year.  Thirty-nine 
cents  of  each  budget  dollar  will  be  spent  for  some 
activity  in  the  broad  field  of  education — public  school 
support,  special  schools,  colleges,  the  University, 
teachers'  retirement,  and  other  purposes.  This  single 
function  accounts  for  47.7  cents  of  each  dollar  of 
increase  over  expenditures  during  the  current  year. 
Highways,  streets,  and  motor  vehicle  regulation  con- 
sume 24.1  cents  of  each  expenditure  dollar,  but  only 
9.3  cents  per  dollar  of  increase. 

Third  in  order  of  size  are  the  expenditures  for  social 
welfare,  public  health,  and  related  activities — 11.1 
cents  out  of  each  dollar.  These  are  followed  by  mental 
hygiene  and  corrections — 8.7  cents;  conservation  and 
development  of  natural  resources — 5.8  cents;  fiscal 
affairs — 1.9  cents;  and  all  other  expenditures — 9.4 
cents.  A  summary  of  State  expenditures  during  the 
three  fiscal  years  covered  by  this  budget  is  given  in 
the  table  below: 

Expenditures  by  Functions 
(In  millions) 

cl  0f      Increase  over  195."-56 
Actual      Estimated  Estimated    Total  %  of 

1954-55      1955-56     1956-57  1956-57  Amount    %        Total 

Education     $551.3        $614.9        $676.9       39.0       $62.0     10.1       47.7 

Highways   &   vehicle 

regulation    379.6  406.8         41S.S       24.1        12.0       2.9        9.3 

Welfare,   health.    & 

related  activities—      173.0  1S6.7  192.S       11.1  6.2       3.3        4.S 

Mental  hygiene  & 

corrections     110.S         144.5  150.7        8.7  6.2       4.3         4.S 

Conservation  &  devel- 
opment of  natural 
resources    56.1  73.9  101.6         5.S         27.7     37.5       21.3 

Fiscal  affairs 27.7  32.4  32.7         1.9  0.3       1.1         0.2 

Other    expenditures—      124.3  147.0  162.6         9.4         15.5     10.6       11.9 

Totals     $1,422.5     $1,606.2     $1,736.1     100.0     $129.9       S.l     100.0 

Only  a  little  more  than  one-fourth  of  the  total  will 
be  used  by  the  State  to  sustain  current  activities — 
maintenance  of  its  various  departments  and  agencies, 
operation  of  the  courts,  and  support  of  the  Legisla- 
ture. Approximately  one-fifth  will  be  spent  for  per- 
manent improvements,  chiefly  in  the  construction  of 
new  highways.  More  than  half  will  go  to  local  govern- 
ments as  assistance  in  the  many  programs  now  given 
important  financial  support  through  the  State  Budget. 


Summarized  in  this  way,  the  1956-57  expenditure  plan 
shows : 

Total  Increase  over  1955-56 

expenditures  Percent       Amount 

(million)  of  total      (million)      Percent 

State  operations  _        $464.3  26.8            $51.8            12.5 

Capital  outlay 357.9  20.6              22.0              6.6 

Local  assistance  _          913.8  52.6              56.1              6.5 


Total 


$1,736.1 


100.0  $129.9 


8.1 


Principal  item  of  increase  in  state  operations  is  the 
5  percent  salary  adjustment  recommended  for  State 
employees.  This  single  factor  accounts  for  $18,557,000* 
of  the  $51.8  million  increment  shown  in  the  table 
above.  Provision  for  this  adjustment  grows  out  of  the 
State  Personnel  Board  finding  that  current  salary 
levels  are  approximately  5  percent  below  the  scales 
paid  in  private  industry  and  in  other  governmental 
agencies  for  work  of  comparable  skill  and  responsi- 
bility. Excluding  this  adjustment,  the  increase  in 
State  operating  expense  is  8.0  percent.  In  this  con- 
nection it  should  be  noted  that  in  the  1956-57  expendi- 
ture data  presented  in  this  statement,  the  appropria- 
tion for  salary  increase  has  been  distributed,  to  the 
various  agencies.  In  all  other  budget  schedules  the 
salary  increase  fund  is  shown  separately  as  a  lump 
sum.  The  deviation  is  made  at  this  one  point  in  order 
to  show  as  accurately  as  possible  the  total  amount  to 
be  spent  for  each  function  of  government . 

Leading  element  in  the  capital  outlay  section  is  the 
$237,162,000  to  be  spent  on  highway  construction. 
Provision  is  made  to  continue  the  orderly  plan  for 
meeting  the  building  requirements  of  educational  in- 
stitutions, hospitals,  correctional  facilities,  and  other 
centers  of  State  government.  In  total,  $89,878,000  will 
be  expended  on  this  coordinated  building  program 
next  year,  carrying  State  government  one  step  closer 
to  filling  its  long-term  needs.  Beach  and  park  develop- 
ment will  require  expenditures  of  $13,891,000,  a  sum 
far  above  the  totals  of  earlier  years.  Funds  dedicated 
to  this  purpose,  impounded  during  the  controversy 
over  ownership  of  the  tidelands  oil,  were  released  by 
the  decision  that  this  resource  belonged  to  the  State. 

As  in  other  years,  the  principal  part  of  the  State's 
expenditures  for  assistance  to  local  governments  re- 
presents public  school  support.  This  commitment  will 
require  payments  totalling  $461,232,000,  or  more  than 
half  the  aggregate  amount  budgeted  for  distribution 
to  local  agencies  and  $31,505,000  above  the  same  ex- 
penditure items  in  the  present  fiscal  year. 

Fixed  and  Controllable  Costs 

Less  than  34  percent  of  the  total  was  subject  to  the 
discretion  of  the  Governor  in  compiling  this  budget 
and  will  be  subject  to  review  by  the  Legislature  in  con- 
sidering the  Budget  Bill.  The  remainder  is  fixed  by 
provisions  of  existing  law,  part  of  which  may  be 
changed  only  by  direct  vote  of  the  people  and  part 


*  For  convenience  this  and  following  amounts  have  been 
rounded  to  the  nearest  thousand  dollars  ;  percentage  changes 
have  been   computed  from  whole  numbers. 
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by  amendments  to  the  various  statutes.  A  statement 
of  lixed  and  controllable  expenditures  in  1956-57  is 
given  in  budget  schedule  9,  with  the  principal  amounts 
abstracted  in  the  following  summary: 

(Millions  of  dollars) 
Fired 

expendi-  Change  from  1955-56 

Fixed :                                                       tures  Amount  Percent 

Public   schools   $461.5  $31.5  7.3 

State   highways   269.4  1.1  0.4 

Revenue  for  local 

governments    211.1  12.3  6.2 

Social   welfare   150.2  3.6  2.4 

State  employees'   retirement-          25.5  2.0  8.7 

Debt  service 12.2  — 0.5  — 4.4 

Local  fairs   S.7  —3.3  —27.7 

All  other 11.3  —1.4  —11.2 

Total   fixed   $1,149.9  $45.2  4.1 

Controllable  : 
State  operations 

Education   $118.8  $18.0  17.8 

Mental   hygiene   83.2  10.9  15.1 

Natural    resources  * 47.5  4.1  9.5 

Motor  vehicle  regulation 41.6  5.0  13.6 

Corrections   36.S  3.1  9.3 

All  other 70.3  8.4  13.6 

Total    $398.3  $49.5         14.2 

Capital  outlay    112.8  23.6  26.4 

Local  assistance 75.1  11.6  18.3 

Total  controllable    $586.2  $S5.7  17.1 

*  Includes  the  following:  agriculture,  fish  and  game,  beaches  and  parks,  forestry, 
mining  and  oil,  water  resource  development,  fairs  and  expositions,  and  other 
minor  items. 

FIXED  AND  CONTROLLABLE  EXPENDITURES 

BY  MAJOR  PURPOSE  AND  FUNCTION 
1956-57  Fiscal  Year 
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The  degree  of  control  varies  widely  among  the 
different  "controllable"  items.  A  few  are  completely 
discretionary.  Many,  such  as  the  support  of  educa- 
tional institutions,  operation  of  mental  hospitals,  and 
maintenance  of  correctional  facilities,  are  controllable 


only  regarding  the  level  of  care  and  service  given: 
the  number  of  people  to  be  served  is  fixed  by  circum- 
stances beyond  control  of  the  Governor  and  the  Legis- 
lature. In  some  instances  the  term  is  a  complete 
misnomer.  For  example,  there  is  no  control  over  the 
number  of  retired  teachers  or  the  retirement  benefits 
established  by  their  program,  yet  this  is  a  "controll- 
able" item  of  local  assistance.  Hence,  the  significance 
of  this  term  is  only  relative,  indicating  primarily  that 
the  appropriation  must  be  reviewed  annually  by  the 
budget  making  agency,  the  Governor,  and  both  houses 
of  the  State  Legislature. 

Education— $676,889,000 

The  support  of  all  phases  of  public  education  con- 
tinues to  require  the  largest  expenditure  of  any  activ- 
ity of  the  State  of  California.  Grade  school  enroll- 
ments remain  high,  while  attendance  in  secondary 
schools  and  institutions  of  higher  education  is  begin- 
ning to  reflect  the  progression  of  the  greater  number 
of  children  through  the  educational  system. 

Support  of  public  schools,  as  required  by  Article 
IX  of  the  Constitution  and  supplementary  legisla- 
tion, is  estimated  to  total  $461,232,000  in  1956-57.  The 
mandatory  requirement  of  $180  for  each  of  the  2,555,- 
000  students  in  average  daily  attendance  during  the 
current  year  totals  $459,900,000,  an  increase  of  7.3 
percent  over  1955-56.  Automobile  driver  training  in 
high  schools,  paid  for  by  a  surcharge  on  fines  for 
moving  violations,  is  estimated  to  cost  $1,369,000. 
Miscellaneous  adjustments  reduce  the  grand  total  to 
$461,232,000. 

In  addition  to  direct  support,  other  expenditures 
related  to  the  public  school  system  include  contribu- 
tions for  teachers'  retirement  at  an  estimated  cost 
of  $26,764,000 ;  interest  and  redemption  charges  on 
school  building  bonds,  $9,013,000 ;  and  encouragement 
of  vocational  education,  $313,000.  The  publication  of 
free  textbooks  is  budgeted  at  $6,107,000,  an  increase 
of  $377,000,  reflecting  the  continued  growth  in  enroll- 
ments and  the  adoption  of  a  new  series  in  geography 
and  history.  Support  of  child  care  centers,  which  was 
extended  by  the  1955  Legislature,  is  budgeted  at 
$4,604,000,  compared  to  an  estimated  requirement  of 
$4,392,000  in  the  current  fiscal  year. 

In  total,  expenditures  for  the  support  of  the  local 
public  school  system  are  budgeted  at  $508,034,000,  an 
increase  of  $32,832,000  over  the  corresponding  figure 
for  1955-56. 

The  State  operation  of  educational  facilities  for 
physically  handicapped  children  will  be  sustained  at 
the  level  established  for  the  present  year.  These  in- 
clude schools  for  deaf  students  in  Berkeley  and  River- 
side, a  school  for  the  blind  in  Berkeley,  and  schools 
in  San  Francisco  and  Altadena  for  children  afflicted 
with  cerebral  palsy.  Aggregate  enrollment  in  these 
institutions  during  1956-57  will  average  1,002,  and 
expenditures  for  maintenance  and  operation  are 
budgeted  at  $3,586,000. 

Operations  of  facilities  for  training  of  the  adult 
blind  are  also  projected  at  approximately  the  1955-56 
level.  Recommended  expenditures  for  support  of  the 
four  centers  amount  to  $614,000.  Under  this  program, 
approximately  700  persons  who  would  otherwise  be 
supported  entirely  from  public  funds  will  become 
self-supporting  or  able  to  provide  a  substantial  portion 
of  their  livelihood. 
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In  addition  to  these  residential  and  employment 
facilities  for  physically  handicapped,  the  Bureau  of 
Vocational  Rehabilitation  will  provide  assistance  to 
approximately  10,000  needy  persons  requiring  voca- 
tional training  because  of  accidental  injuries  or  other 
physical  limitations.  Of  this  number,  roughly  4,000 
will  complete  the  rehabilitation  plan  during  the  year 
and  become  wholly  or  partially  self-supporting.  The 
cost  of  this  work  is  projected  at  $3,841,000  or  $539,000 
above  the  total  for  the  current  year.  Bulk  of  the  in- 
crease represents  allotments  for  the  examination, 
treatment,  and  training  of  clients.  Of  the  total  cost, 
$1,644,000  will  be  paid  from  the  State  General  Fund 
and  $2,197,000  by  the  Federal  Government. 

Enrollments  in  the  11  State  colleges  for  1956-57  are 
projected  at  48,720  full-time  students — an  increase  of 
7,464,  or  18  percent,  over  the  current  year.  To  furnish 
the  everyday  operation  of  these  facilities  will  require 
$34,082,000,  an  increase  of  $6,924,000  over  1955-56. 

In  order  to  meet  the  estimated  enrollments  in  the 
fall  of  1958,  it  will  be  necessary  to  schedule  immedi- 
ately the  construction  of  new  facilities  costing  $33,- 
417,000.  All  campuses  will  participate  in  the  planned 
improvements,  which  include  classrooms,  libraries, 
noninstructional  installations,  equipment  for  build- 
ings now  being  constructed,  and  minor  repairs  needed 
to  place  present  plants  in  better  operating  condition. 

The  State  appropriation  recommended  for  support 
of  the  eight  campuses  of  the  University,  $74,578,000, 
represents  an  increase  of  15.2  percent  over  the  current 
year.  This  total  reflects,  in  part,  an  expected  increase 
of  2,913  in  regular  enrollment,  bringing  the  total  to 
40,559  students  next  year  (up  7.7  percent)  and,  in 
part,  a  decrease  in  the  amount  of  University  and 
State  funds  appropriated  in  prior  years  that  will  be 
available  in  1956-57.  Emphasis  is  placed  upon  meeting 
the  needs  of  this  larger  total  enrollment,  rather  than 
the  inauguration  of  new  or  expanded  curricula. 

The  capital  outlay  program  of  the  University  totals 
$16,077,000,  of  which  $12,014,000  is  for  nonagricul- 
tural  projects  on  all  campuses  and  the  balance,  $4,063,- 
000,  for  agricultural  projects  financed  from  the  con- 
tinuing appropriations  from  the  Fair  and  Exposition 
Fund.  This  is  the  second  step  in  a  long-term  project 

Expenditures  for  Education 
(Thousands  of  dollars) 


Change  from 

Actual 

Estimated 

Proposed 

1955 

-56 

1054-55 

1955-56 

1956-57 

Amount 

Pet. 

State  Operations: 

Department  of  Education 

$4,712 

$5,231 

$5,765 

$534 

10.2 

State  colleges 

21,857 

27,158 

34,082 

6,924 

25.5 

Special  schools;  blind 

centers    _-     

3,319 

3.882 

4.200 

318 

8.2 

University  of  California- 

59,935 

64,728 

74.57S 

9,850 

15.2 

Other                

247 

264 

603 

340 

128.9 

Totals,  State 

Operations 

$90,070 

$101,262 

$119,229 

$17,966 

17.7 

Capital  Outlay: 

State  colleges  - 

$14,857 

$23,836 

$33,417 

$9,581 

40.2 

Special  schools* 

1.431 

1,863 

132 

—1.731 

—92.9 

University    of   California 

9,060 

12.698 

16,077 

3,379 

26.6 

Other 

153 

3 

— 

—3  - 

-100.0 

Totals,  Capital 

Outlay          

$25,502 

$38,400 

$49,626 

$11,226 

29.2 

Local  Assistance: 

School  support     - 

$39S,231 

$429,727 

$461,232 

$31,505 

7.3 

Teachers'    retirement 

22,920 

25,585 

26,764 

1,179 

4.6 

Child  care  centers 

3,865 

4.392 

4.604 

212 

4.8 

Free  textbooks 

2,446 

5,730 

6,107 

377 

6.6 

8,102 

9,449 

9,013 

— 436 

— 4.6 

Vocational  education 

373 

319 

313 

—6 

—1.9 

School  buildings 


—241 


Totals,  Local 

Assistance $435,6 


$475,203      $50S,034         $32,832 


Grand  Totals $551,267      $614,865      $676,889         $62,024 


designed  to  provide  the  facilities  necessary  to  meet  the 
inevitable  growth  in  enrollment  during  the  coming 
years. 

Total  expenditures  from  all  sources,  including 
endowments  and  other  University  funds,  is  $117,565,- 
000,  an  increase  of  $12,903,000  over  the  sum  provided 
in  the  present  year.  Of  this  amount,  $90,655,000  will 
be  furnished  from  State  revenue — an  advance  of 
$13,229,000  from  the  current  year's  appropriation  for 
this  purpose. 

The  State  Scholarship  Commission  was  created  by 
Chapter  1846,  Statutes  of  1955,  with  an  appropriation 
of  $16,000  for  administration  in  the  current  year  and 
$300,000  for  scholarships  which  will  not  be  paid  until 
1956-57.  An  additional  appropriation  of  $46,000  is 
requested  in  the  Budget  Bill  to  cover  operating  ex- 
penses during  the  1956-57  Fiscal  Tear.  The  objective 
of  this  legislation  is  that  of  aiding,  within  the  limits 
established  by  this  act,  qualified  and  deserving  stu- 
dents to  pursue  their  studies  at  either  private  or 
public  educational  institutions. 

Highways,  Streets,  and  Motor  Vehicle 
Regulation-$4  7  8,840,000 

The  anticipated  expenditures  for  motor  vehicle 
regulation,  traffic  control  and  highway  construction 
and  maintenance  during  1956-57  will  amount  to 
$418,840,000.  A  total  of  $78,474,000  will  be  expended 
for  support  of  the  Highway  Patrol,  Department  of 
Motor  Vehicles,  and  State  Division  of  Highways; 
$237,162,000  will  be  used  for  construction  of  State 
highways  and  $1,150,000  for  facilities  to  be  used  by 
the  Highway  Patrol  and  Department  of  Motor  Ve- 
hicles. The  sum  for  $102,054,000  wiU  be  distributed 
to  cities  and  counties  as  their  share  of  receipts  from 
the  gasoline  tax,  registration  fees,  and  as  a  grant-in- 
aid.  Expenditures  for  each  of  the  major  items  will 
increase  during  1956-57  in  comparison  with  the  funds 
being  spent  during  the  current  year.  Comparative 
payments  for  all  purposes  during  the  three  years 
covered  by  this  budget  are  shown  in  the  accompany- 
ing table. 


Expenditures  for  Highways,  Streets, 
Motor  Vehicle  Regulation 
(Thousands  of  dollars) 


State  Operations: 

Highway  Patrol 

Dept.  of  Motor  Vehicles. 
Highway  maintenance, 
etc.     

Totals,  State  Opera- 
tions      


Actual 
1954-55 


16,490 
32,561 

$65,888 


Estimated 
1955-56 

$18,821 
17,848 


Proposed 
1956-57 


$21,598 
20,055 


and 


Change  from 

1955-56 

Amount       Pet. 


$2,776 
2,207 


Capital  Outlay: 

State  highways    $224,953 

Other 265 


33,744 

36,821 

3,077 

$70,413 

$78,474 

$8,061 

$235,653 
645 

$237,162 
1,150 

$1,509 
505 

14.8 
12.4 


9.1 


11.4 


0.6 
78.3 


Totals.   Capital   Outlay  $225,218      $236,298      $238,312 


$2,014 


Local  Assistance: 
For  County  Roads: 

Fuel   tax    $53,530 

Registration  fees 9,274 

State  grant-in-aid 2,687 


Totals,  County 

Roads   $65,491 

For  City  Streets: 

Fuel  tax $22,853 

Grade  crossing  protection  192 

Totals,  Local 

Assistance    $88,536 


$58,149 
9,585 
4,781 


$72,516 


$27,344 
283 


$59,773 
10,455 
3.707 


$73,934 
$28,119 


$1,623  2.8 

869  9.1 

—1,074     —22.5 


$1,418 


$776 
—283 


2.0 


2.8 
-100.0 


$100,142      $102,054  $1,911 


10.1  Grand  Totals $379,642 
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$406,854   $418,840    $11,986 


The  1956-57  Budget  proposes  to  add  270  positions 
in  the  uniformed  strength  of  the  Highway  Patrol — 
24  traffic  sergeants  and  246  traffic  officers,  in  order 
to  maintain  the  same  level  of  service  that  has  been 
authorized  in  past  years  and  to  achieve  more  adequate 
policiug  of  the  highways.  The  cost  of  this  increase  in 
personnel  will  be  approximately  $1,130,000  for  the 
coming  year.  More  than  2,300  persons  were  killed 
on  the  rural  highways  of  California  last  year  and 
51,000  were  injured.  Reportable  accidents  outside 
incorporated  areas  increased  8.5  percent,  injury  acci- 
dents were  8.6  percent  greater,  and  fatalities  were 
7.8  percent  above  the  same  totals  for  1954.  Compar- 
ing these  figures  with  the  percentage  of  increase  in 
motor  vehicle  registrations  for  last  year  (8.7  percent), 
it  would  appear  that  there  has  been  too  little  progress 
made  in  the  campaign  to  curb  highway  accidents 
and  traffic  deaths. 

The  registration  of  more  than  7,400,000  motor 
vehicles  is  anticipated  during  the  year  1957  and  it  is 
believed  the  State  will  have  6,922,000  licensed 
drivers.  Provision  has  been  made  for  the  continuation 
of  the  present  level  of  service  to  the  public  by  the 
Department  of  Motor  Vehicles  with  no  basic  change 
or  expansion  of  program. 

Welfare,  Healfh,  and  Related  Activities- 
Si 92,829,000 

Subventions  for  social  welfare  purposes,  most  of 
which  are  made  through  the  county  governments,  are 
estimated  at  $152,753,000  for  1956-57.  The  largest  of 
the  welfare  items  both  from  the  viewpoint  of  the 
number  of  persons  involved  and  the  cost  continues  to 
be  old  age  security.  There  has  been  little  increase  in 
the  number  of  aged  aid  recipients  in  recent  years,  due 
to  the  growing  effectiveness  of  the  old  age  and  sur- 
vivors insurance  program  which  now  covers  approxi- 
mately 46  percent  of  persons  65  years  of  age  and  over. 
Amendments  to  the  old  age  security  law  enacted  by  the 
1955  Legislature  increased  the  maximum  monthly 
grant  from  $80  to  $85,  made  certain  noncitizens  eli- 
gible, and  broadened  the  program  to  include  patients 
in  public  medical  institutions.  The  State's  share  of  this 
grant  to  an  average  of  2,050  more  people  will  result 
in  total  expenditures  of  $108,408,000,  or  $3,493,000 
greater  than  during  the  current  year. 

Payments  for  aid  to  needy  children  will  aggregate 
$35,016,000  and  assistance  to  the  blind  will  amount  to 
$6,784,000.  Amendments  to  the  blind  programs  en- 
acted in  1955  increased  the  maximum  monthly  grant 
from  $90  to  $95.  At  that  time,  blind  aid  was  also 
broadened  to  include  patients  in  public  medical  insti- 
tutions. Expenditures  for  both  children's  and  blind 
aid  will  be  only  slightly  greater  in  the  coming  year 
than  during  the  present  fiscal  period — an  increase  of 
$136,000  in  the  former  and  $315,000  in  the  latter.  The 
cost  of  inspecting  boarding  homes  for  children  and 
aged  and  the  support  of  the  adoption  program  will 
amount  to  $2,544,000. 

The  estimated  average  number  of  persons  to  be 
granted  assistance,  average  monthly  payments,  and 


the  State's  share  of  these  monthly  amounts  for  the 
1956-57  Fiscal  Year  follow: 

Average  Average 

number  of  monthly     State's  share 

recipients  payments         of  aid 

Old  age  security 273,500  $71.65           $33.03 

Aid  to  needy  children 

Family  groups  * 185,S00  36.97             13.45 

Foster  homes 9,7S0  67.45             42.75 

Aid  to  the  blind 12,900  S9.36             41.38 

Aid  to  partially  self- 
supporting  blind 400  94.50             78.79 

*  Including  needy  parent. 

It  is  estimated  that  the  cost  to  the  Department  of 
Social  Welfare  for  administering  the  subvention  pro- 
gram, support  of  the  Recreation  Commission,  and 
other  expenses  in  this  field  will  be  $2,659,000. 

The  subvention  program  for  public  health  totals 
$17,425,000,  an  increase  of  $628,000  over  the  sum  pro- 
vided in  the  present  year.  The  increase  occurs  prin- 
cipally in  the  program  of  hospital  construction  due  to 
a  change  in  policy  which  allows  the  State  to  match  all 
federal  money  available  to  California,  including 
grants  for  nonprofit  organizations.  The  State  appropri- 
ation of  $4,545,000  for  this  purpose  constitutes  an 
increase  of  $426,000  over  the  current  year  and  $3,341,- 
000  more  than  was  spent  in  1954-55.  Assistance  to 
crippled  children,  and  increased  payments  to  local 
health  departments  are  the  other  major  items  of  in- 
crease. These  are  partially  offset  by  a  reduction  of 
$250,000  in  subventions  for  tuberculosis  control,  made 
possible  by  a  drop  in  the  incidence  of  this  disease  and 
better  treatment  techniques. 

State  expenditures  for  support  of  the  Department 
of  Public  Health  will  increase  by  $454,000  to  a  total 
of  $5,727,000  as  a  result  of  the  proposed  salary  ad- 
justment and  a  decline  in  the  federal  share  of  the 
over-all  program.  Federal  grants — including  those  for 
the  polio  vaccine  surveillance  program,  prosthetics  for 
child  amputees,  and  the  current  morbidity  study — 
will  be  $409,000  below  the  totals  allotted  for  this  year. 
Air  pollution  investigations,  undertaken  as  part  of  a 
continuing  effort  to  solve  the  smog  problem,  account 
for  the  major  program  increase  in  the  support  budget. 

Recommended  expenditures  for  the  Department  of 
Industrial  Relations  are  based  on  the  fundamental 
responsibilities  of  the  department  to  administer  the 
State 's  labor  laws  and  to  promote  the  welfare  of  wage 
earners  in  California.  The  amounts  reflect  work  load 
increases  in  the  fields  of  industrial  welfare,  appren- 
ticeship standards,  labor  law  enforcement,  industrial 
safety,  and  housing.  A  review  of  wages,  hours,  and 
working  conditions  for  women  and  minors  in  indus- 
try is  proposed  at  a  cost  of  $39,000.  Twelve  orders, 
which  have  the  same  force  and  effect  as  law,  will  be 
fully  reviewed  in  the  light  of  changing  economic  con- 
ditions and  wage  scales.  Budgeted  expenditures  for 
activities  in  the  field  of  industrial  relations  amount  to 
$7,438,000,  or  $712,000  more  than  in  the  present  fiscal 
period. 

The  proposed  expenditures  of  State  funds  for  op- 
eration of  the  Department  of  Veterans  Affairs  during 
1956-57  amount  to  $6,567,000,  an  advance  of  $738,000 
over  the  current  year's  total.  The  increase  is  due  pri- 
marily to  the  occupancy  of  new  facilities  at  the  Vet- 
erans' Home,  which  will  make  possible  a  growth  of 
165  in  the  home's  1,853  current  average  membership. 
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The  cost  of  educational  assistance  to  veterans  and 
veterans'  dependents,  which  constitutes  the  largest 
item  in  the  foregoing  totals,  will  increase  $213,000 
over  the  current  year  to  a  total  of  $3,269,000. 

Proposed  capital  outlay  projects  for  the  Veterans' 
Home  are  at  the  lowest  point  of  the  past  several  years, 
with  a  total  of  $105,000  for  additions  and  alterations 
to  existing  structures  and  equipping  new  facilities. 

Assistance  to  counties  maintaining  veterans  service 
offices  will  require  payments  of  $350,000,  unchanged 
from  the  current  year. 

Expenditures  for  Welfare,  Health,  and  Related  Activities 

(Thousands  of  dollars) 

Change  from 

Actual       Estimated      Proposed  1955-56 

State  Operations-                     1954-55        1955-56       1956-57  Amount       Pet. 

Industrial   Relations $6,016          $6,726          $7,438  $712         10.6 

Public  Health 4,616            5,274            5,727  454           8.6 

Social  Welfare 2,243            2,467            2,659  192           7.S 

Veterans'  Affairs 5,281            5,830            6,567  738         12.7 

Other 35_    40     40 1.0 

Tot'ils    State 

'  Operations    $18,192        $20,336        $22,431  $2,095         10.3 

Capital  Outlay: 

Veterans'    Home    $728  $583  $105  —$478     —82.0 

Public   Health 70  30  118  88       291.0 

Dept.  of  Employment —940  —438  —353    S5_        19.4 

Totals,   Capital  Outlay  —$142  "       $175  —$130  —$305 

Local  Assistance: 
Public  Health: 

Tuberculosis   subsidies.  $4,946          $4,696          $4,446         —$250       —5.3 

Crippled  children 3,439            4.306            4,582               276           6.4 

Aid  to  local 

health  depts. 3,126           3.275           3.452              176          5.4 

Hospital    construction.  1,204            4,119            4,545               426         10.4 

Mosquito  control 393                400               400 __ 

Totals,  Public 

Health    $13,108        $16,797        $17,425  $628  3.7 

Social  Welfare: 

Old   age   security $98,637  $104,916  $108,408  $3,493  3.3 

Aid  to  needy  children^  33.413  34,880  35.016  136  0.4 

Aid  to  the  blind 5,841  6,469  6,784  315  4.9 

Other    3,564  2,729  2,544  —185  —6.8 

Totals,  Social 

Welfare     $141,456      $14S,994      $152,753  $3,759  2.5 

Veterans'  Affairs $349  $350  $350 — 

Totals,  Local  Assistance  $154,913      $166,141      $170,528         $4,387  2.6 

Grand  Totals $172,964      $186,652      $192,829         $6,177  3.3 

Mental  Hygiene  and  Corrections-$l 50,691,000 

MENTAL   HYGIENE 

The  State  will  provide  food,  clothing,  housing, 
medical  care,  and  treatment  for  nearly  50,000  patients 
in  its  13  mental  hospitals  during  the  coming  budget 
period.  Current  studies  indicate  that  this  number 
will  increase  to  over  60,000  within  the  course  of  the 
next  six  years.  In  1946  an  orderly  program  of  gradual 
improvement  in  the  quality  of  care  and  treatment  was 
inaugurated,  with  a  view  primarily  to  keeping  this 
State  abreast  of  developments  in  the  field  of  mental 
hygiene.  Each  budget,  therefore,  presents  three  prob- 
lems: (1)  provision  for  the  patient-load  anticipated 
for  the  coming  year,  (2)  some  improvement  in  the 
level  of  service,  especially  as  it  relates  to  treatment 
and  rehabilitation,  and  (3)  provision  for  additional 
building's  and  other  facilities  required  to  meet  the 
patient  population  two  or  three  years  hence. 

The  recommended  expenditures  for  mental  hygiene 
total  $101,105,000,  an  increase  of  $3,066,000  over  the 
estimated  expenditures  for  the  current  year.  Of  the 
total,  $83,217,000  represents  current  operating  ex- 
pense (up  $10,941,000),  and  $17,888,000  is  earmarked 
for  capital  outlay  to  meet  the  long-term  growth  (down 
$7,875,000  from  the  particularly  large  commitment 
of  the   current  fiscal  year).   The   average   of  48,223 


resident  patients  will  represent  an  increase  of  2,191 
or  4.8  percent  over  the  number  in  1955-56. 

The  budget  of  the  Department  of  Mental  Hygiene 
includes  additional  personnel  to  allow  further  im- 
provements in  the  level  of  service;  to  meet  the  work 
load  increase  resulting  from  new  facilities  and  changes 
in  types  of  patients  and  prescribed  treatment ;  and  to 
care  for  the  growing  patient  population.  Completion 
of  a  new  receiving  and  treatment  unit,  a  new  tuber- 
culosis unit,  and  a  new  hospital  annex  during  the 
budget  year  will  further  improve  the  functioning  of 
three  of  the  hospitals. 

Additional  positions  are  proposed  to  augment  the 
initial  staff  of  the  Neuropsychiatry  Institute  at  the 
University  of  California  in  Los  Angeles.  Most  of  these 
will  be  professional  people  who  will  carry  on  a  limited 
teaching,  research,  and  training  program  and  operate 
an  outpatient  clinic.  The  Institute  will  be  housed  in 
temporary  quarters,  pending  the  construction  of  the 
permanent  facility. 

Major  capital  outlay  projects  proposed  for  the  1956- 
57  Fiscal  Year  will  provide  252  net  additional  beds 
for  mentally  ill  patients  and  690  additional  beds  for 
mentally  deficient  patients,  increasing  the  total  capac- 
ity to  50,116  on  June  30,  1959.  Principal  features  of 
this  program  include  two  large  ward  buildings  at 
Fairview  Hospital  in  Orange  County,  additions  to 
Metropolitan  Hospital  in  Los  Angeles,  and  improve- 
ments at  Patton  Hospital  in  San  Bernardino  County. 
A  number  of  other  major  projects  are  also  included 
to  provide  necessary  service  facilities  at  the  hospitals 
and  clinics. 

Pursuant  to  Chapter  18,  Division  9  of  the  Business 
and  Professions  Code,  the  Alcoholic  Rehabilitation 
Commission  "  *  *  *  shall  investigate,  study,  and  engage 
in  all  phases  of  the  treatment  and  rehabilitation  of 
alcoholics,  and  shall  investigate  and  study  other  fac- 
tors necessary  to  the  reduction  and  prevention  of 
chronic  alcoholism  and  other  excessive  uses  of  alcohol 
and  shall  submit  its  first  report  to  the  Governor  and 
the  Legislature  prior  to  March  1,  1957,  and  shall  sub- 
mit a  final  report  with  recommendations  to  the  Gov- 
ernor and  the  Legislature  prior  to  March  1,  1959.  The 
commission  shall  cease  to  exist  on  June  30,  1959." 

The  commission  plans  to  organize  and  establish  a 
comprehensive  balanced  program  which  will  encom- 
pass at  least  (a)  the  actual  treatment  and  rehabilita- 
tion of  alcoholics,  (b)  research  into,  the  causes  and 
effects  of  alcoholism  and  the  treatment  of  alcoholics, 
and  (c)  public  information  on  the  subject  of  alcohol- 
ism. Expenditures  for  work  of  this  agency  amounting 
to  $539,000  in  the  budget  period  (up  $329,000)  have 
been  included  in  the  total  for  support  of  mental  hy- 
giene given  above. 

CORRECTIONS 

The  number  of  inmates  in  correctional  institutions 
has  increased  at  a  much  lower  rate  than  was  antici- 
pated a  year  ago,  due  primarily  to  a  reduction  in 
superior  court  commitments  in  relation  to  civilian 
population.  There  has  been  a  reduction  in  the  inci- 
dence of  crime,  but  important  also  is  a  recent  court 
decision  restricting  the  power  of  authorities  to  con- 
duct a  search  for  narcotics  without  a  search-warrant. 
A  third  factor  has  been  the  50  percent  increase  in 
work  of  the  special .  intensive  parole  unit  which  per- 
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raits  earlier  release  to  parole  from  the  institutions. 
During:  the  1956-57  Fiscal  Year  the  Department  of  Cor- 
rections is  expected  to  care  for  an  average  daily  popu- 
lation of  15,893 — an  increase  of  445,  or  2.9  percent, 
over  the  revised  average  for  the  current  year.  It  is 
estimated  that  the  Youth  Authority  -will  have  an 
average  of  2,430  wards  in  the  institutions  under  its 
jurisdiction,  an  increase  of  81,  or  3.5  percent.  In  ad- 
dition, there  will  be  an  average  of  7,235  adults  and 
6,298  youths  on  parole,  but  still  under  careful  State 
supervision.  In  both  instances  the  number  on  parole 
will  be  approximately  10  percent  greater  than  during 
the  current  year.  It  is  of  interest  in  this  connection 
that  the  average  annual  cost  of  supervision  is  approxi- 
mately $160  per  parolee,  against  an  average  of  $1,522 
for  the  maintenance  of  adult  prisoners  and  $3,332  for 
the  support  of  inmates  in  facilities  operated  by  the 
Youth  Authority. 

One  of  the  more  significant  programs  proposed  for 
the  Department  of  Corrections  is  an  intensive  course 
of  treatment  to  a  group  of  nonviolent  offenders  in  an 
attempt  to  hasten  their  rehabilitation  and  thus  permit 
earlier  release  on  parole.  By  virtue  of  this  earlier 
paroling,  it  is  expected  that  the  total  inmate  popula- 
tion will  be  reduced  1,000  below  current  projections 
by  June  30,  1959.  This  adjustment  in  projected  pop- 
ulation will  not  only  have  a  material  effect  on  the 
future  expenditures  for  support  of  the  institutions, 
but  should  permit  postponement  of  capital  expendi- 
tures previously  contemplated  for  the  expanding 
population. 

Expenditures  by  the  Department  of  Corrections 
are  proposed  in  the  amount  of  $26,563,000,  an  increase 
of  $2,226,000  over  the  corresponding  figure  for  the 
current  year.  In  addition  to  the  intensive  treatment 
program  and  expansion  of  the  experimental  parole 
program,  expenditure  increases  will  be  required  for 
occupation  of  new  facilities  and  normal  growth  in 
parole  case  loads.  The  Youth  Authority  budget  pro- 
poses total  support  of  $10,238,000,  or  $898,000  over 
the  estimated  expenditures  for  the  present  year.  The 
larger  amount  is  due  to  increased  poptdation  of  wards 
on  parole  and  the  staffing  of  new  facilities. 

The  capital  outlay  program  for  the  Department  of 
Corrections  reflects  the  reduction  in  projected  inmate 
populations.  The  total  program  for  1956-57  amounts 
to  $3,010,000,  a  reduction  of  $6,479,000  from  the  cur- 
rent fiscal  year.  Recommendations  include  preliminary 
work  for  a  new  medium  security  prison,  originally 
scheduled  for  construction  next  year,  along  with  other 
additional  facilities.  Because  of  the  reduction  in  rate 
of  growth  in  prison  population,  actual  construction 
funds  are  not  requested  in  this  budget  but  will  be 
included  in  another  year.  Capital  outlay  expenditures 
for  the  Youth  Authority  are  proposed  in  the  amount 
of  $8,533,000,  an  increase  of  $6,168,000.  The  principal 
project  proposed  is  the  initial  development  for  a 
youth  training  school  providing,  in  this  first  step,  a  428 
increase  in  capacity,  of  which  28  will  be  in  a  hospital 
and  detention  unit. 

Payments  to  counties  for  correctional  activities  will 
amount  to  $1,243,000,  compared  with  $952,000  this 
year.  This  provides  the  State's  share  of  support  for 
existing  homes  and  camps,  plus  funds  for  seven  ad- 
ditional camps.  All  facilities  provided  under  this  pro- 
gram care  for  wards  committed  by  juvenile  courts  in 
lieu  of  commitment  to  the  Youth  Authority. 


Expenditures  for  Mental  Hygiene  and  Corrections 
(Thousands  of  dollars) 

Change  from 
Actual       Estimated      Proposed  1055-56 

1954-55        1955-56       1956-57         Amount       Pet. 
State  Operations: 

Corrections    (adults)    ___     $20,415        $24,336        $26,563         $2,226  9.1 

Youth   Authority   8,049  9,339  10,238  898  9.6 

Mental  Hygiene 62,711  72,276  83,217         10,941         15.1 

Totals,  State  Opera- 
tions       $91,175      $105,952      $120,017       $14,066         13.3 

Capital  Otltiav: 

Adult   facilities    $4,690  $9,489  $3,010  —$6,479  — 6S.3 

Youth   facilities   1,486  2,365  8,533  6.168  260.8 

Mental   hospitals   12,572  25,763  17,888  — 7,875  — 30.6 

Totals,    Capital    Outlay    $18,748        $37,617        $29,431     — $8,186    — 21.8 
Local  Assistance: 
Juvenile   homes;   camps__         $863  $952         $1,243  $291        30.6 

Grand  Totals   $110,787      $144,520      $150,691         $6,171  4.3 

Conservation  and  Development  of  Natural 
Resources— $  101,551 ,000 

The  activities  of  several  State  agencies  responsible 
for  the  development,  protection,  and  conservation  of 
our  natural  resources  are  included  in  this  classifica- 
tion. These  entail  services  to  the  agricultural  and  min- 
ing industries,  conservation  and  propagation  of  fish 
and  game,  wild  life  management,  operation  of  park 
and  beach  areas,  timber  and  watershed  protection, 
utilization  of  water  resources,  flood  control,  and  sup- 
port of  agricultural  fairs.  Combined  expenditures  dur- 
ing the  fiscal  year  1956-57  for  these  broad  activities 
amount  to  $101,551,000,  an  increase  of  $27,680,000 
or  37.5  percent  above  the  current  year.  The  two  major 
areas  of  expense  are  found  in  capital  outlay  expendi- 
tures, beaches  and  parks — $13,891,000  and  local  as- 
sistance for  flood  control— $13,340,000. 

A  moderate  expansion  and  intensification  of  pro- 
gram has  been  proposed  to  meet  the  anticipated  popu- 
lation increase  and  to  provide  adequate  funds  and 
personnel  for  these  agencies  during  the  budget  year. 
In  the  Department  of  Fish  and  Game,  provision  has 
been  made  for  the  addition  of  35  new  positions,  chiefly 
to  augment  the  warden  force  and  increase  the  effec- 
tiveness of  wild  life  protection.  In  order  to  provide 
for  State  management  of  acreage  now  protected  by 
the  United  States  Forest  Service  under  a  contractual 
agreement,  103  man-months  of  seasonal  help  have  been 
added  to  the  Division  of  Forestry. 

The  current  fiscal  year  will  mark  the  completion  of 
the  initial  broad  planning  for  the  California  Water 
Development  Program.  Before  the  financing  and  con- 
struction of  projects  is  possible,  however,  more  de- 
tailed investigations  of  individual  river  basins  and 
studies  of  possible  alternatives  are  required.  At  a 
cost  of  $1,042,000,  provision  is  made  for  further  inves- 
tigations and  geological  explorations  in  connection 
with  major  water  conservation  projects  in  the  north 
coastal  and  Sacramento  Valley  areas. 

The  budget  for  support  of  the  Department  of  Agri- 
culture ($13,455,000,  up  $718,000)  is  based  upon  the 
continuation  of  the  level  of  service  now  authorized 
with  adjustments  for  work  load  changes.  Two  excep- 
tions to  this  general  rule  are  the  programs  to  assure 
sanitary  and  wholesome  conditions  in  the  processing  of 
poultry  and  for  the  establishment  and  enforcement 
of  rules  governing  standardization  of  poultry  meat 
products.  Both  of  these  activities  are  beine  under- 
taken pursuant  to  legislation  enacted  in  1955.  A  sub- 
stantial reduction  is  anticipated  in  the  Khapra  beetle 
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suppression  program,  a  factor  which  to  a  large  extent 
offsets  the  increases  attributable  to  the  two  new  ac- 
tivities. 

During  the  1956-57  Fiscal  Year  funds  will  be  made 
available  to  the  Division  of  Beaches  and  Parks  in  the 
amount  of  $7,500,000  for  the  purchase  of  sites  through- 
out California  for  either  the  establishment  of  new 
areas  or  the  acquisition  of  areas  surrounding  present 
State  facilities.  This  will  be  the  first  step  in  placing 
into  effect  the  long  range  plan  for  expansion  of  the 
State  Park  System  in  California.  In  addition,  $4,641,- 
000  will  be  expended  on  beach  and  park  development 
and  the  sum  of  $1,750,000  will  be  used  for  riders'  and 
hikers'  trails,  roadside  rests,  restoration  of  historic 
ships,  and  Redwood  highway  relocation. 

An  appropriation  of  $1,000,000  was  approved  last 
year  for  the  purpose  of  bringing  the  1960  Winter 
Olympics  to  California.  This  objective  has  been  as- 
sured, provided  the  State  will  allocate  sufficient  addi- 
tional funds  to  build  the  structures  and  other  facilities 
required  in  connection  with  this  event.  The  current 
budget  recommends  a  supplementary  appropriation 
of  $4,000,000,  and  provides  for  expenditures  totaling 
$4,901,000,  to  be  used  primarily  in  the  development 
of  facilities.  Payments  in  connection  with  work  of  the 
Olympic  Commission  during  the  current  year  are 
estimated  at  $99,000. 

Provision  is  made  in  a  recommended  appropriation 
of  $5,160,000  for  large  scale  preliminary  work  on  the 
Feather  River  Project,  which  eventually  will  become 
one  of  the  major  units  in  California's  water  and 
power  development.  This  first  step  involves  (1)  sur- 
veys, explorations,  and  investigations  of  dam  sites,  the 
aquaduct,  and  alternative  routes  to  Southern  Cali- 
fornia; (2)  construction  plans  and  specifications ;  (3) 
negotiations  with  certain  agencies  immediately  inter- 
ested in  the  project;  and  (4)  acquisition  of  the  dam 
and  reservoir  sites  for  the  Oroville  and  San  Luis  units 
and  rights  of  way  for  the  relocation  of  railroad  and 
highway  facilities.  This  initial  phase  will  involve  both 
the  dam  at  Oroville  and  such  work  as  must  be  done  by 
the  State  at  the  San  Luis  reservoir  irrespective  of 
whether  the  State  or  Federal  Government  ultimately 
builds  this  latter  unit. 

The  only  other  major  development  in  capital  outlay 
items  is  the  decline  in  amount  available  for  improve- 
ments at  district  fairs.  This  results  chiefly  from  carry- 
ing forward  of  unexpended  balances  for  expenditure 
in  the  present  fiscal  year.  The  $4,739,000  shown  for 
1955-56  is  an  unusually  large  sum,  and  the  $2,551,000 
proposed  for  the  ensuing  period  represents  essentially 
a  return  to  the  normal  allotment  for  this  purpose. 

Payments  to  local  governments  for  flood  control 
represent  reimbursements  for  expenses  or  obligations 
incurred  in  cooperating  with  the  Federal  Government 
in  construction  of  certain  authorized  flood  control 
works.  Based  upon  the  anticipated  work  to  be  under- 
taken by  the  Federal  Government,  proposed  alloca- 
tions to  local  agencies  in  the  1956-57  year  are  $13,340,- 
000,  an  increase  of  $8,444,000  over  the  current  year. 

Following  the  pattern  shown  for  district  fairs,  State 
aid  to  county  fairs  will  be  substantially  lower  next 
year— dowu  from  $4,121,000  currently  to  $2,972,000 
in  the  projected  period.  Here,  too,  the  change  repre- 
sents a  return  to  a  more  normal  distribution  of  horse- 
racing  revenue  which  is  dedicated  by  law  to  support 
of  this  activity. 


Conservation  and  Development  of  Natural  Resources 
(Thousands  of  dollars) 

Change  from 

Actual  Estimated  Proposed  1955-56 

1954-55  1955-56  1956-5T  Amount        Pet. 
State  Operations: 

Agriculture $11,459  $12,736  $13,455  $718           5.6 

Fish   and   Game 7,150  7,884  8,659  775           9.8 

Beaches   and  Parks 2,807  3,419  3,930  511        14.9 

Forestry    10,322  11,488  12,325  838           7.3 

Mines:  Oil.  and  Gas 1,031  1,115  1,202  S7          7.8 

Water   Resources    4,743  4,609  5,578  969         21.0 

Fairs  and  Expositions—.  5,591  5,668  5,886  218          3.8 

Other    325  365  401  35           9.7 

Totals,  State  Opera- 
tions      $43,427  $47,284  $51,435  $4,151           8.8 

Capital  Outlay: 

Olympic  Commission $99  $4,901  $4,802 

Agriculture   $192  360  65  —294     —81.8 

Fairs  and  Expositions—  1,667  4,739  2,551  — 2.188    — 46.2 

Beaches    and   Parks 715  5,364  13.891  8,527       159.0 

Forestry    1,426  2.304  2,418  114           5.0 

Fish   and   Game 113  144  657  513      356.8 

Reclamation   Board 1,435  2,235  2,300  65           2.9 

Water  Resources 304  4  5,200  5,196 

Wildlife  Conservation 

Board   1,897  2,094  1,680  —414     —19.7 

Oil  and  Gas __  16  3  — 12     — 78.1 

Totals,    Capital    Outlay  $7,74S  $17,358  $33,667  $16,309        94.0 

Local  Assistance: 

Aid  to  fairs $2,81S  $4,121  $2,972  —$1,149    —27.9 

Flood  control 1,652  4,897  13,340  S.444       172.4 

Agricultural  commis- 
sioners      137  143  146  3           1.9 

Other    6  6S  — 10  — 7S 

Totals,  Local  Assist- 
ance      $4,614  $9,229  $16,44S  $7,219         78.2 

Grand   Totals   $55,789  $73,871  $101,551  $27,680        37.5 


Fiscal  Affairs— $32,732,000 

Expenditures  for  administration  of  the  State's 
business  affairs  and  principal  tax  programs  during 
1956-57  will  amount  to  $32,732,000,  an  increase  of 
$359,000  over  the  comparable  total  for  1955-56.  This 
minor  increase  is  the  net  result  of  a  $2,461,000  ex- 
pansion in  operating  expenses — due  chiefly  to  the 
salary  adjustment  proposal,  and  a  $2,102,000  decline 
in  outlays  for  buildings  and  other  facilities,  as  con- 
struction funds  are  channelled  to  meet  more  pressing 
needs. 

Business  control  and  management — including  bud- 
get preparation,  centralized  purchasing,  maintenance 
and  operation  of  buildings,  disbursing  of  funds, 
auditing,  and  financial  reporting — is  expected  to  cost 
$9,397,000  during  1956-57.  This  amount  exceeds  the 
1955-56  estimate  by  $686,000,  of  which  $475,000  is 
for  the  proposed  5  percent  adjustment  in  salaries  and 
wages. 

Assessment  and  collection  of  the  retail  sales,  gaso- 
line, bank  and  corporation,  personal  income,  alcohol 
excise,  insurance,  inheritance,  gift,  and  transporta- 
tion taxes  will  cost  $21,539,000.  This  represents  an 
increase  of  $1,775,000  for  this  classification,  including 
$873,000  for  the  revision  of  employee  salaries.  An 
augmentation  of  $185,000  for  the  Assessment  Stand- 
ards Division  of  the  Board  of  Equalization  will  en- 
able the  Board  to  continue  the  sample  appraisal  work 
required  by  Section  1831  of  the  Revenue  and  Taxa- 
tion Code  in  connection  with  county  property  tax 
levies  and  to  expand  its  program  of  assisting  county 
assessors.  The  remaining  $717,000  is  in  anticipation 
of  expanding  work  load,  particularly  in  terms  of  per- 
sonal income  tax  returns  and  retail  sales  tax  accounts. 

The  proposed  expenditures  for  the  Board  of  Equal- 
ization do  not  include  funds  for  administering  the 
Uniform  Local  Sales  and  Use  Tax  Law.  This  program 
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will  be  financed  by  reimbursements  from  contracting 
counties  and  therefore  will  not  represent  a  cost  in- 
crease, so  far  as  State  expenditures  are  concerned. 

Capital  outlay  for  acquisition  of  building  sites, 
office  buildings,  and  other  improvements  will  decline 
from  $3,898,000  in  1955-56  to  $1,796,000  during  1956- 
57.  Principal  items  in  the  proposed  program  include 
acquisition  of  a  garage  site  in  San  Francisco  and 
office  building  sites  in  Fresno  and  Stockton. 

Expenditures  for  Fiscal  Affairs 

(Thousands  of  dollars) 

Change  from 

Actual       Estimated      Proposed  1955-56 

1954-55        1955-56        1956-57  Amount        Pet. 
State  Operations: 
Control  and  Management: 

Board  of  Control $22               $23               $24  $1           2.5 

Controller   1.680            1,885            1,960  75           4.0 

Department  of  Finance        5,874           6,589            7,152  563          8.5 

Treasurer    171              215              262  47        21.9 

Subtotals    $7,746         $8,712  $9,397  $686  7.9 

Tax  Collection: 

Board    of    Equalization  $14,058  $13,645  $14,819  $1,174  8.6 

Controller      970  1,049  1,110  61  5.8 

Franchise  Tax  Board__  4,565  5,070  5,610  540  10.7 

Subtotals    $19,593        $19,764        $21,539         $1,775  9.0 

Totals,    State    Operations—     $27,340        $28,476        $30,937         $2,461  8.6 

Capital  Outlay: 

Office  buildings,   etc $376  $3,898  $1,796     —$2,102     —53.9 

Grand  Totals  $27,715        $32,374        $32,732  $359  1.1 

Other  Expenditures-$1 62,581, 000 

General  expenses  which  cannot  be  assigned  pre- 
cisely to  any  of  the  foregoing  six  broad  functions  have 
been  combined  for  convenience  in  this  group  of  mis- 
cellaneous expenditures.  They  include  support  of  the 
legislative  and  judicial  branches  of  government,  cost 
of  general  administration,  maintenance  of  regulatory 
agencies,  debt  service,  and  the  sharing  of  certain  rev- 
enues with  cities  and  counties  for  support  of  these 
local  units.  In  total,  miscellaneous  costs  will  amount 
to  $162,581,000,  up  approximately  $15,554,000  from 
the  present  year.  However,  $112,373,000  of  the  total 
and  $9,065,000  of  the  increase  are  comprised  in  two 
items  of  shared  revenue — apportionments  of  receipts 
from  the  motor  vehicle  "in  lieu"  tax  and  liquor 
licenses. 

With  the  longer,  general  session  of  the  Legislature 
next  year,  legislative  expense  will  increase  to  $4,568,- 
000,  an  addition  of  $637,000  over  the  amount  required 
in  the  present  "budget"  year.  Support  of  the  courts, 
including  the  State's  share  of  superior  court  judges' 
salaries  and  contributions  for  judges'  retirement,  will 
require  $4,095,000,  an  increase  of  $226,000.  Appropri- 
ations for  operation  of  executive  offices,  administrative 
agencies,  and  regulatory  bodies  amount  to  $19,834,000, 
or  $1,356,000  more  than  during  the  current  year.  Un- 
derlying changes  include  the  general  salary  adjust- 
ment and  provision  for  growth  in  work  load.  In  total, 
expenses  of  State  operation  in  this  broad  miscellaneous 
field  will  amount  to  $41,818,000,  or  7.7  percent  above 
the  corresponding  sum  for  the  current  year. 

Capital  outlay  costs  will  increase  materially  due  to 
the  inclusion  of  an  unallocated  sum  of  $5,000,000 
under  the  State  building  program.  To  a  degree,  a  com- 
parison between  years  is  artificial,  since  it  involves  the 
relationship  of  this  unallocated  sum  to  the  amount  re- 
maining to  be  allotted  from  a  similar,  though  smaller, 
fund  contained  initially  in  the  current  year's  budget. 


As  funds  are  apportioned  to  specific  projects,  they 
are  shifted  from  this  miscellaneous  category  to  one 
of  the  other  functions.  The  only  other  important  de- 
velopment in  connection  with  miscellaneous  improve- 
ments is  the  drop  in  appropriations  for  armory  con- 
struction from  the  abnormally  large  amount  spent  in 
the  current  fiscal  year. 

The  large  increase  in  apportionments  of  vehicle 
license  fee  revenue  collected  for  local  governments 
is  the  result  of  the  growing  number  of  motor  vehicle 
registrations  and  higher  vehicle  values.  This  levy  has 
proven  to  be  an  especially  productive  source  of  local 
revenues,  nearly  doubling  in  yield  since  the  present 
rate  of  $2  per  $100  of  value  was  established  seven 
years  ago. 

Other  Expenditures 
(Thousands  of  dollars) 

Change  from 

Actual        Estimated      Proposed  1955-56 

1954-55        1955-56       1956-57  Amount       Pet. 
State  Operations: 

Legislature   $3,816         $3,931          $4,568  $637        16.2 

Courts     1,467            1,662            1,806  144           8.7 

Executive    438               496               531  35           7.1 

Civil   defense    948            1,095              970  —126    —11.5 

General    administration    _         1,718            1,826            2,076  250         13.7 

liegulation  and  licensing.       12,105          15,061          16,257  1,197           7.9 
Bond  interest  and 

redemption    3,358            3,259            3,160  — 98       — 3.0 

Other    S.587          11,515          12,449  935           8.1 

Total.  State  Operations     $32,438        $38,845        $41,818         $2,973  7.7 

Capital  Outlay: 

Civil   defense    $104 

Military   affairs 122  $1,381             $224     —$1,157     —83.8 

Public  works  (architecture)  355  64                               —64  — 100.0 

Unallocated     __  700            5,000           4,300       614.3 

Totals,    Capital   Outlay         $581         $2,145         $5,224         $3,079      143.5 

Local  Assistance: 
Return  of: 

Vehicle  license  fees—  $79,781  $94,723      $103,273  $8,550          9.0 

Liquor   license   fees—  9,041  8,585  9,100              515           6.0 

Aid  for  public  works 1,266  1,120  665          — 455     —40.6 

Judges'  salaries  and 

retirement    1,899  2,206  2,289               82          3.7 

Earthquake  and  storm 

damage   — 36  — 53  — 53 

Veterans'  housing 

(reimbursement)      __  — 987  — 920  — 110              810     —88.0 

Other    306  375  375 

Totals,  Local 

Assistance     $91,269      $106,037      $115,539         $9,502  9.0 

Grand  Totals  $124,288      $147,027      $162,581       $15,554         10.6 

EXPENDITURE  TRENDS 

Aggregate  State  expenditures  have  multiplied  ap- 
proximately sevenfold  over  the  course  of  the  last  20 
years.  From  a  total  of  $243,537,000  in  1937-38,  the 
sum  has  grown  to  $1,736,113,000  in  the  budget  for 
1956-57.  Of  the  $1.5  billion  increase,  one-fourth 
($362  million)  has  taken  place  in  State  operations, 
roughly  another  quarter  ($336  million)  in  capital 
outlay,  and  a  little  more  than  one-half  ($794  million) 
in  local  assistance.  Or,  to  put  the  long-term  compari- 
son another  way,  the  operations  section  of  next  year's 
budget  is  4-J  times  the  corresponding  figure  of  20  years 
ago,  the  capital  outlay  portion  is  16  times  the  amount 
used  for  this  purpose  in  depression  ridden  1937-38, 
and  State  assistance  to  local  governments  has  multi- 
plied more  than  1\  times. 

Four  principal  factors  have  been  involved  in  this 
increase:  (1)  a  doubling  of  the  State's  population, 
(2)  the  present  coordinated  building  program  to  meet 
future  growth — a  move  which  was  not  possible  with 
the  depressed  revenues  and  unemployment  relief  needs 


A-35 


of  20  years  ago,  (3)  almost  a  doubling  in  price  levels, 
and  (4)  an  increase  in  the  scope  and  quality  of  gov- 
ernmental services.  It  is  not  possible,  of  course,  to 
isolate  these  elements  and  determine  the  precise  effect 
of  each.  Adjusted  for  the  gain  in  population,  however, 
the  growth  has  been  almost  3-J  fold  from  $38.94  per 
capita  in  1937-38  to  $127.07  in  the  proposed  budget 
program.  Of  these  two  amounts,  $3.31  and  $26.20, 
respectively,  represent  capital  outlays.  Hence,  current 
operations  and  local  assistance  payments  have  in- 
creased from  $33.63  twenty  years  ago  to  $100.87  budg- 
eted for  the  ensuing  period.  In  dollars  of  1937-38 
purchasing  power,  the  $100.87  per  capita  for  State 
operations  and  local  assistance  would  have  amounted 
to  $53.33.*  Thus,  in  constant  dollars,  there  has  been  an 
increase  of  $19.70  per  capita  over  the  20-year  interval, 
of  which  $17.21  is  shown  in  local  assistance  and  $2.49 
in  State  operations. 

Unemployment  relief,  one  of  the  most  pressing 
problems  of  the  earlier  year,  has  disappeared  from  the 
fiscal  picture.  It  may  be  contended  that  this  change 
produces  a  favorable  comparison  so  far  as  State  opera- 
tions are  concerned.  With  relief  payments  eliminated 
from  the  1937-38  data,  other  State  operations  in  con- 
stant dollars  have  advanced  from  $10.50  per  capita  in 
1937-38  to  $17.97  proposed  for  next  year.  However, 
it  must  be  recognized  that  the  necessity  of  providing 
unemployment  relief  severely  restricted  other  costs. 
These  undoubtedly  would  have  been  considerably 
greater,  had  there  been  no  need  for  relief  payments. 
Thus,  the  $2.49  per  capita  increase  in  State  operations 
is  not  the  biased  figure  it  would  appear  to  be  at  first 
glance. 

The  aggregate  income  of  California's  expanded 
population  is  six  times  the  amount  received  two  dec- 
ades ago.  Growing  from  a  total  of  $5.1  billion  in  1937, 
personal  income  of  California  residents  this  year  will 
reach  a  record  $31.3  billion.  As  a  result  of  this  growth, 
the  ratio  of  State  expenditures  to  total  income  of 


individuals  has  increased  considerably  less  than  might 
be  expected.  Prom  $4.75  per  $100  of  income  in  1937-38, 
the  ratio  has  advanced  to  an  estimated  $5.55  in  the 
budget  year,  an  increase  of  80  cents  out  of  each 
hundred  dollars.  Payments  for  State  operations  have 
dropped  from  $1.99  to  $1.48,  but  the  entire  decline 
is  due  to  elimination  of  relief  payments.  Other  operat- 
ing costs  have  risen  14  cents.  Capital  expenditures 
have  increased  from  43  cents — which  20  years  ago 
was  virtually  all  for  highway  construction — to  $1.14; 
and  local  assistance  has  grown  from  $2.33  per  $100 
of  personal  income  in  1937-38  to  $2.92  in  the  pending 
expenditure  program.! 

Annual  data  showing  expenditures  by  principal 
purposes,  per  capita  costs,  and  expenditures  per  $100 
of  personal  income  are  given  in  the  table  below. 
The  figures  show  clearly  the  decline  in  spending  dur- 
ing the  war  period,  particularly  in  relation  to  per- 
sonal income,  and  the  strong  upward  trend  during 
the  postwar  years.  A  large  part  of  the  latter  move- 
ment represents  the  cost  of  activities  and  projects 
postponed  during  the  war,  financed  with  war  accumu- 
lated surpluses  and  reserves. 

By  far  the  largest  part  of  the  20-year  increase  in 
State  expenditures  has  taken  place  in  payments  for 
education.  Nearly  40  percent  ($592  million)  of  the 
$1.5  billion  growth  in  outgo  is  to  be  found  in  this 
area  of  activity.  Among  the  many  factors  contributing 
to  this  change  are,  of  course,  the  tremendous  growth 
in  enrollments  at  all  types  of  schools,  the  larger  State 
support  per  student,  the  current  emphasis  upon  out- 
lays for  buildings  at  State  educational  centers,  the 

*  Based  upon  a  consumer  price  index  of  60.8  in  1937-38  and 
115.0  for  July,  1955,  the  price  level  used  in  preparing  the 
1956-57    budget. 

t  In  making  these  and  the  following  computations,  expenditures 
during  the  State  fiscal  year,  which  ends  June  30th,  have 
been  compared  with  personal  income  during  the  preceding 
calendar  year.  See  the  tabulation  on  page  A-18  for  personal 
income  data. 


STATE   EXPENDITURE   TRENDS   AND   RELATIONSHIP   TO   POPULATION   AND   INCOME 


State  Expenditures 


Expenditures  per  Capita 


Fiscal  Year 


State 
Operations 
(Thousands) 


Capital 

Outlay 

(Thousands) 


Local 

Assistance 

(Thousands) 


Total 
(Thousands) 


State 
Operations 


Capital 
Outlay 


Local 
Assistance 


Total 


Expenditures  per  $100  of  Personal  Income 

State  Capital  Local 

Operations      Outlay       Assistance      Total 


1936-37 $S3,412  §24,090  $111,659  $219,161  $12.96  $3.75  $17.35  $34.06  $1.73  $0.50  $2.32  $4.55 

1937-38 102,023  21,838  119,676  243,537  15.48  3.31  18.15  36.94  1.99  0.43  2.33  4.75 

1938-39 122,968  29,475  134,046  286,489  18.30  4.38  19.95  42.63  2.42  0.5S  2.63  5.63 

1939-40 125,583  21,262  135,904  282,749  18.29  3.09  19.79  41.17  2.39  0.40  2.59  5.38 

1940-41 111,175  20,094  142,596  273,865  15.67  2.84  20.10  38.61  1.90  0.35  2.44  4.69 

1941-42 88,627  23,147  146,172  257,946  12.35  3.23  20.38  35.96  1.24  0.32  2.05  3.61 

1942-43 93,963  16,717  140,181  250,861  12.64  2.25  18.86  33.75  1.00  0.18  1.50  2.68 

1943-44 85,188  15,399  164,074  264,661  10.89  1.97  20.96  33.82  0.71  0.13  1.36  2.20 

1944-45 87,988  18,091  200,411  306,490  10.60  2.18  24.13  36.91  0.67  0.14  1.52  2.33 

1945-46  108,979  40,766  192,430  342,175  11.53  4.31  20.36  36.20  0.72  0.27  1.26  2.25 

1946-47 142,109  86,261  241,310  469,6S0  14.66  8.89  24.89  48.44  0.88  0.54  1.50  2.92 

1947-4S 188,117  97,665  371,942  657,726  18.91  9.82  37.39  66.12  1.13  0.59  2.23  3.95 

1948-49 225,466  167,828  490,031  8S3,325  22.11  16.45  48.04  86.60  1.28  0.96  2.78  5.02 

1949-50 248,044  258,805  547.9S9  1,054,838  23.69  24.71  52.32  100.72  1.39  1.45  3.07  5.91 

1950-51 263,055  200,343  542,941  1,006,339  24.28  18.49  50.12  92.89  1.34  1.02  2.76  5.12 

1951-52  294,483  180.9S9  592,600  1,068,072  25.83  15.88  51.98  93.69  1.29  0.80  2.60  4.69 

1952-53 320,282  207,218  649,219  1,176,719  26.79  17.33  54.30  98.42  1.28  0.83  2.59  4.70 

1953-54 346,907  286,897  747,596  1,3S1,400  28.02  23.17  60.38  111.57  1.30  1.08  2.81  5.19 

1954-55 368,529  278,032  775,891  1,422,452  28.76  21.70  60.54  111.00  1.36  1.03  2.87  5.26 

1955-56 412,568  335,892  857,704  1,606,164  31.15  25.36  64.76  121.27  1.39  1.13  2.90  5.43 

1956-57 464,341  357,926  913,846  1,736,113  33.99  26.20  66.89  127.07  1.48  1.14  2.92  5.55 
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realistic  provision  for  teachers'  retirement,  State  as- 
sistance to  financially  distressed  districts,  and  support 
of  child  care  centers. 

Ranking  second  in  volume  of  increase  since  1937-38 
are  the  amounts  going  for  highway  operations — in- 
cluding new  construction,  traffic  control,  motor  vehicle 
regulation,  and  related  items.  As  shown  in  the  table 
below,  this  function  will  take  $356  million  more  next 
year  than  in  1937-38.  Of  this  amount,  $221  million 
represents  the  expanded  highway  construction  pro- 
gram and  $79  million  is  comprised  in  the  larger  ap- 
portionments to  counties  and  cities  for  roads  and 
streets. 

Budgeted  Change  from  1937-38 

1956-57  Amount  Per  $100 

{million)  (million)  Percent  Per  capita  of  income 

Education    $676.9  $592.3  699.8  $36.70  $0.51 

Highways,  vciiicle  reg- 
ulation             418. S  356.0  566.3  21.12  .11 

Welfare,   health,   etc.__        192.8  142.8  285.2  6.52  — .36 
Mental  hygiene;  correc- 
tions            150.7  141.3  1,503.9  9.60  .30 

Natural  resource 

development    101.6  92.7  1,046.4  6.09  .15 

Fiscal  affairs 32.7  27.2  495.8  1.57  —.01 

All   other    162.6  140.3  630.9  8.53  .09 

Totals    $1,736.1  $1,492.6  612.9  $90.13  $0.S0 

The  most  rapidly  expanding  costs  over  the  two  dec- 
ades have  been  those  for  mental  hygiene  and  correc- 
tions. It  is  no  exaggeration  to  say  that  these  were  the 
neglected  activities  of  State  government  20  years  ago. 
Total  expenditures  were  less  than  $9,400,000,  or  $1.43 
per  capita  of  total  population.  Payments  for  the  two 
functions  represented  18  cents  per  $100  of  personal 


income.  In  sharp  contrast,  the  $150,691,000  budgeted 
for  these  two  services  next  year  amounts  to  more  than 
$11  per  capita  and  48  cents  out  of  each  $100  received 
by  all  the  people  of  California. 

Second  place  in  comparative  rate  of  increase  goes 
to  conservation  and  development  of  natural  resources. 
The  many  activities  grouped  under  this  broad  heading 
show  an  aggregate  expenditure  increase  of  more  than 
tenfold  in  the  20-year  period.  From  less  than  $9,000,- 
000,  the  total  has  grown  to  $101,551,000  in  the  fiscal 
program  proposed  for  1956-57.  Even  this  larger  figure 
is  merely  a  fraction  of  the  long-term  needs  in  such 
areas  as  water  conservation  and  power  development. 

Management  of  fiscal  affairs  and  expenditures  for 
the  general  operation  of  State  government  have  shown 
the  least  comparative  change.  Although  totals  and  per 
capita  amounts  are  higher  in  both  categories,  the  bur- 
den of  costs  upon  individual  incomes  has  changed  very 
little.  Support  of  fiscal  affairs  requires  10  cents  per 
$100  of  personal  income,  against  11  cents  allotted  for 
this  purpose  20  years  ago.  ' '  Other  expenditures ' '  have 
increased  from  an  amount  equal  to  43  cents  to  52  cents 
per  $100  of  income  in  the  budgeted  year.  Expenditures 
included  in  this  group  for  State  operations  dropped 
11  cents ;  capital  outlay  is  down  3  cents ;  but  miscel- 
laneous assistance  to  local  governments  has  increased 
23  cents  per  $100  of  personal  income. 

Annual  per  capita  expenditures  and  the  ratio  of 
costs  to  aggregate  personal  income  of  California  resi- 
dents since  1936-37  for  each  of  the  seven  broad  func- 
tional groups  are  shown  in  the  accompanying  table. 


EXPENDITURE   TRENDS,   BY   MAJOR    FUNCTIONS,   AND    RELATIONSHIP    TO    POPULATION    AND    INCOME 


Fiscal 
Year 


Per 
Capita 


Per  $100 
of  Income 


Highways,  Streets 

Motor  Vehicle 

Regulation 


Per 
Capita 


Per  $100 
of  Income 


Social  Welfare, 

Health,  and 
Related  Activities 


Per 
Capita 


Per  $100 
of  Income 


Mental  Hygiene 
and  Corrections 


Per 
Capita 


Per  $100 
of  Income 


Natural  Resource 
Conser.  and  Develop. 


Per 
Capita 


Per  $100 
of  Income 


Fiscal  Affairs 


Per 
Capita 


Per  $100 
of  Income 


All  Other 


Per 
Capita 


Per  $100 
of  Income 


1936-37 $12.71  $1.70  $9.15  $1.22  $5.19  $0.69  $1.67  $0.22  $1.00  $0.14  $0.83  $0.11  $3.51  $0.47 

1937-38 12.84        1.65  9.54  1.23  7.59  0.98  1.43  0.18  1.34  0.17  0.83  0.11          3.37  0.43 

1938-39 13.46        1.78  8.59  1.13  10.96  1.45  2.74  0.36  2.12  0.28  1.02  0.14          3.74  0.49 

1939-40 13.24        1.73  8.61  1.12  10.83  1.42  1.86  0.24  1.70  0.22  0.97  0.13          3.97  0.52 

1940-41 13.08        1.59  9.02  1.09  7.51  0.91  1.86  0.23  1.70  0.21  0.98  0.12          4.46  0.54 

1941-12 13.13        1.32  9.90  0.99  3.76  0.38  2.00  0.21  1.71  0.17  1.03  0.10          4.43  0.44 

1942-43 13.02        1.03  7.67  0.61  3.79  0.30  2.13  0.17  1.57  0.12  1.06  0.08          4.51  0.36 

1943-44 11.81        0.77  7.05  0.46  6.67  0.43  2.08  0.14  1.58  0.10  0.94  0.06          3.69  0.24 

194445 15.76        0.99  6.50  0.41  6.26  0.40  2.06  0.13  1.30  0.08  1.10  0.07         3.93  0.25 

1945-46 13.10       0.81  8.22  0.51  5.96  0.37  2.58  0.16  1.92  0.12  1.21  0.08         3.21  0.20 

1946-47 15.38        0.93  12.80  0.77  6.74  0.41  3.52  0.21  3.22  0.19  1.40  0.08          5.38  0.33 

1947-48 23.38        1.40  14.92  0.89  9.14  0.54  5.38  0.32  4.13  0.25  1.66  0.10          7.52  0.45 

1948-49 28.09        1.63  21.28  1.23  13.22  0.76  7.01  0.41  4.77  0.28  2.08  0.12  10.15  0.59 

1949-50 33.60        1.97  19.24  1.13  19.13  1.12  10.24  0.60  4.67  0.27  3.17  0.19  10.66  0.63 

1950-51 31.57        1.74  21.55  1.19  17.06  0.94  7.22  0.40  4.55  0.25  1.89  0.10          9.05  0.50 

1951-52 31.12        1.56  21.37  1.07  15.87  0.79  8.48  0.42  4.50  0.23  2.19  0.11  10.16  0.51 

1952-53 36.34        1.74  21.97  1.05  14.57  0.69  9.02  0.43  4.61  0.22  2.51  0.12          9.40  0.45 

1953-54 41.11        1.91  30.64  1.43  14.18  0.66  8.85  0.41  4.54  0.21  2.19  0.10  10.06  0.47 

1954-55 43.02        2.04  29.62  1.40  13.50  0.64  8.65  0.41  4.35  0.21  2.16  0.10          9.70  0.46 

1955-56 46.42        2.08  30.72  1.37  14.09  0.63  10.91  0.49  5.58  0.25  2.44  0.11  11.10  0.50 

1956-57 49.54        2.16  30.66  1.34  14.11  0.62  11.03  0.48  7.43  0.32  2.40  0.10  11.90  0.52 

Expenditure  data  for  earlier  years  have  been  adjusted  so  that  character  of  expenditures  conforms  to  present  budgetary  procedure. 

Expenditures  per  capita  have  been  computed  on  the  basis  of  population  January  1st,  the  midpoint  of  fiscal  year.  Population  data  and 
income  figures  are  shown  on  page  A-18. 
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STATE  OPERATIONS 

— Continued 

Adm  inistrative — Continued 

Agriculture: 

Department  of  Agriculture 

California  Dairy  Industry  Advisory  Board 
Poultry  Improvement  Commission 

Totals,  Agriculture 

Corrections: 

Department  of  Corrections: 

Departmental  Administration 

Penal  Institutions: 

Institution  for  Men,  Chino 

State  Prison  at  San  Quentin. 

Deuel  Vocational  Institution 

CaUfornia  Institution  for  Women 

Adult  Authority . 

Board    of    Trustees — Institution    for 

Totals,  Department  of  Corrections.. 

Youth  Authority: 

Departmental  Administration 

Northern   California   Reception    Center 

Southern    California    Reception    Center 

and  Clinio 

Forestry  Camps  for  Boys 

Fricot  Ranch  School  for  Boys 

Fred  C.  Nelles  School  for  Boys 

Paso  Robles  School  for  Boys 

Preston  School  of  Industry     

Los  Guilucos  Sohool  for  Girls 

Ventura  School  for  Girls 
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Schedule  4 

GENERAL   FUND-STATEMENT   OF   FINANCIAL  CONDITION 
AS   OF  JUNE  30,    1955 


ASSETS 
Cash 

In  State  Treasury - 841,853,853 

In  Transit  from  Agencies 2,271,920 

In  Agency  Accounts 1,641,069 

Total  Cash 845,766,842 

Agency  Revolving  Funds 1,894,050 

Bond  Investments 28,609,079 

Accounts  Receivable — Current 

Due  from  Other  Funds S443.597 

Equities  in  Feeder  Funds 9,774,258 

Abatements  and  Reimbursements 3,623,288 

Advances  to  Counties  for  Aid  to  Needy  Aged,  Blind  and  Children 11,503,406 

Total  Accounts  Receivable — Current 25,344,549 

Accounts  Receivable — Other  (Fully  Reserved) 

Unreimbursed  Debt  Service  on  Public  School  Building  Bonds S25,460,852 

Revenues  Receivable 9,447,617 

Sundry  Accounts  Receivable 839,361 

Due  from  Other  Governmental  Agencies  and  Funds 4,212,264 

Total  Accounts  Receivable — Other 39,960,094 

TOTAL  ASSETS $141,574,614 

LIABILITIES  AND  RESERVES 

Liabilities 

Claims  Payable.. 82,622,434 

Accounts  Payable. 18,835,544 

Due  to  Other  Funds 2,112,319 

Total  Liabilities 823,570,297 

Reserves 

Uncollected  Accounts  Receivable 839,960,094 

Prepaid  Appropriation  Reimbursements  and  Deferred  Expenditure  Abate- 
ments  - 1,199,638 

Uncleared  Collections — 321,507 

Prepaid  Revenue,  1955-56  Fiscal  Year 34,170 

Total  Reserves 41,515,409 

SURPLUS 

Unappropriated  Surplus S56.624.107 

Unencumbered  Balances  Estimated  to  Revert 15,147,923 

Unencumbered  Appropriation  Balances  Chargeable  to  Subsequent  Fiscal 

Years 4,716,878 

Accumulated  Surplus  Available  for  Expenditure 76,488,908 

TOTAL  LIABILITIES,  RESERVES  AND  SURPLUS-- 8141,574,614 
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GENERAL  FUND. 

Transfers  From  Other  Funds: 

School  Bond  Retirement  Fund 

Department  of  Employment  Contingent 

Fund. - 

Architecture  Public  Building  Fund 

State  Park  Fund _     

State  Beach  Fund __     

Postwar  Unemployment  and  Construc- 
tion Fund _ 

Transfers  to  Other  Funds: 

Capital  Outlay  and  Savings  Fund- 

Assembly  Contingent  Fund 

Legislative  Printing  Fund _ 

Senate  Contingent  Fund 

Flood  Control  Fund  of  1946.  _   _     

Agriculture  Fund _____ 

RESERVE  FUNDS: 

Bond  Sinking  Fund  of  1943          

Capital  Outlay  and  Savings  Fund 

Flood  Control  Fund  of  1946_ 

Postwar  Unemployment  and  Construc- 
tion Fund       

Revenue  Deficiency  Reserve  Fund 
School  Bond  Retirement  Fund 
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Schedule  7 


COMPARATIVE   STATEMENT   OF   EXPENDITURES  OF   FEDERAL  AID   GRANTED   TO   THE  STATE   OF 
CALIFORNIA   FOR  THE   FISCAL  YEARS    1954-55,    1955-56   AND    1956-57 


Department 


Page 
Refer- 
ence 


Actual 
1954-55 


Estimated 
1955-56 


Estimated 
1956-57 


Department  of  Agriculture: 

Grants  for  cooperative  market  research. 

Department  of  Education: 

School  facilities  survey 

Bureau  of  Vocational  Education: 

Supervisor  and  Teacher  Training 

Reimbursements  to  school  districts — 


239 


260 
1356 


Totals,  Bureau  of  Vocational  Education. 


Bureau  of  Vocational  Rehabilitation. 

California  Maritime  Academy 

School  Lunch  Program 

Special  Milk  Program 


267 

352 

1362 

1362 


Totals,  Education. 


Department  of  Employment: 
Grants  for  administration 


Department  of  Mental  Hygiene: 
National  Mental  Health  Act 


Military  Department: 

Grants  for  construction  of  armories. 


Natural  Resources: 

Department  of  Fish  and  Game: 

Game  management 

Fisheries  management 

Department  of  Natural  Resources: 

Grants  for  forest  fire  cooperation 

Grants  for  forest  planting  cooperation. 


1470 


1215 


675 
675 


727 
727 


Totals,  Natural  Resources. 


Department  of  Public  Health: 

Grants  for  Public  Health  services — State  Operations 

Grants  for  development  of  industrial  waste  study  techniques- 
Grants  for  Public  Health  services — Local  Assistance 

Grants  for  hospital  construction 


750 

777 

1364 

1367 


Totals,  Public  Health. 


Department  of  Public  Works: 
Division  of  Highways: 

Grants  for  State  Highways 

Grants  for  County  Roads  and  Highways. 


1284 
1368 


Totals,  Public  Works. 


Department  of  Social  Welfare: 
Old  Age  Security: 

Grants  for  Assistance 

Grants  for  County  Administration  _ 
Grants  for  State  Administration 


1375 
1378 
947 


Totals,  Aid  to  Needy  Aged. 


Aid  ta  Needy  Blind: 

Grants  for  Assistance 

Grants  for  County  Administration. 

Grants  for  State  Administration 

Treatment  to  Prevent  Blindness  — 


1376 

1378 

947 

947 


Totals,  Aid  to  Needy  Blind . 


S83.125 


$387 


406,309 
1,056,521 


Sl,462,830 

Sl,740,312 

25,000 

3,188,392 

787,394 


S7,204,315 


S22,358,378 


8132,868 


§541,931 


S642.727 
193,975 

1,366,806 
9,500 


S2,213,008 


51,696,799 

9,070 

409,840 

2,625.365 


S4,741,074 


S30,396,808 
7,268,476 


S37,665,284 


S106.612.441 

5,868,424 

373,147 


5112,854,012 


S4.91 1,076 

315,889 

123,717 

2,805 


55,353,487 


570,000 


5552 


410,038 
1,052,792 


Sl,462,830 

Sl,934,170 

25,000 

3,341,762 

2,611,595 


59,375,909 

523,872,868 

5198,700 

52,349,852 


S701.700 
240,000 

1,366,806 
10,900 


S2,319,406 


52,185,851 

8,256 

472,369 

5,458,247 


S8,124,723 


544,015,074 
10,859,554 


554,874,628 


S107,703,200 

6,461,700 

391,032 


SI  14,555,932 


S5,153,000 

347,700 

134,696 

3,749 


$5,639,145 


S75.000 


5424,024 
1,038.806 


S1.462.S30 

52,196.939 

25.000 

3,341,762 

2,611  595 


59,638,126 

$25,835,020 

5198,700 

$129,000 


S868.125 
244,500 


1,366,806 
10,900 


52,490,331 


51,776,902 


472,369 
4,545,439 


S6,794,710 


S40,666,195 
6,540,919 


547,207,114 


S108,829,700 

6,978,600 

401,099 


$116,209,399 


$5,302,400 

382,500 

138,626 

3,749 


$5,827,275 
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Schedule   7-COMPARATIVE   STATEMENT   OF   EXPENDITURES   OF   FEDERAL   AID-Continued 


Department 


Page 
Refer- 


Actual 
1954-55 


Estimated 
1955-56 


Estimated 
1956-57 


Department  of  Social  Welfare — Continued 
Aid  to  Needy  Children: 

Grants  for  Assistance 

Grants  for  County  Administration 

Grants  for  State  Administration 


1378 

1379 

947 


Totals,  Aid  to  Needy  Children- 
Child  Welfare  Services: 

Grants  for  County  Administration- . 
Grants  for  State  Administration 


1380 
947 


Totals,  Child  Welfare  Services 

Grants  for  State  Employees  Retirement- 
Totals,  Social  Welfare 


Department  of  Veterans  Affairs: 
Veterans'  Home: 

Grants  for  Care  and  Maintenance  of  Veterans  - 


Shared  Reventies: 

Federal  receipts  from  flood  control  land- 
Federal  receipts  from  forest  reserves 

Federal  receipts  from  grazing  lands 

Federal  potash  lease  rentals 


956 


1385 
1385 
1385 
1385 


Totals,  Shared  Revenues  _ 


TOTALS. 


S36,262,663 

5,322,273 

409,547 


S41,994,483 


S93.195 
74,367 


S167.562 
60,664 


S160.430.208 


Sl,059,746 


S69.667 

2,555,632 

34,613 

236,966 


S2.896.878 


8239,326,815 


836,660,900 

5,862,400 

410,238 


S42,933,538 


S119.221 
133,852 


S253.073 
67,181 


5163,448,869 


Sl.281.189 


S75.909 

2,994,976 

35,167 

240,000 


83,346,052 


S269,262,196 


837,049,100 

6,448,600 

422,629 


S43,920,329 


S117.637 
114,586 


S232.223 
72,568 


8166,261,794 


81,390,725 


SS0.000 

3,300,000 

36,000 

243,000 


S3, 659,000 


S263.679.520 
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Schedule  11 

STATEMENT  OF   BONDED   DEBT   OF  THE  STATE  OF   CALIFORNIA 

AS  OF  DECEMBER  31,1 955 


This  statement  does  not  include  bonds  issued 
Water   Project  Authority,   Board   of  State 
the  University  of  California,  which  bonds 

under  a 
Harbor 
are  not 

uthority   of  state   instrumentalities,   such   as  the  Toll    Bridge   Authority, 
Commissioners,  World  Trade  Center  Authority,  and  state  colleges  and 
general    obligations  of  the  State. 

Name  of  issue 

Rate  of 
interest 

Date  of 
maturity 

Amount 
authorized 

Amount 
unsold 

Redemption 

to 

December  31, 

1955 

Amount 

outstanding 

December  31, 

1955 

Amounts  in 
sinking  funds  for 
payment  of  prin- 
cipal December 
31,  1955 

GENERAL  OBLIGATION  BONDS 

GENERAL  FUND 

4% 

4% 

4K% 

4-4H% 

2K-4^% 

4J^% 

4% 

4X% 

i-*M% 

1-5% 

1965 
1916-65 
1921-65 

1932-65 
1934-57 
1932-71 
1917-61 
1923-62 
1926-65 
1952-78 
1955-81 

$3,000,000 
1,000,000 
1,800,000 

8,500,000 

6,000,000 

1,000,000 

18,000,000 

15,000,000 

40,000,000 

250,000,000 

165,000,000 

100,000,000 

$3,000,000 
200,000 
400,000 

2,500,000 

500,000 

400,000 

2,400,000 

2,625,000 

10,000,000 

225,200,000 

134,200,000 

'$3,000,000 

$800,000 
1,400,000 

6,000,000 

5,500,000 

600,000 

15,600,000 

12,375,000 

30,000,000 

24,800,000 

800,000 

State  Buildings  and  University  Buildings  of 
1925             --- 

[               =709,553 

384,834 

r  8 

S 

$30,000,000 
100,000,000 

[         <19,323,050 

$609,300,000 

$9,000,000 

10,000,000 

10,000,000 

1,000,000 

$130,000,000 

$97,875,000 

$5,544,000 

4,859,000 

840,000 

446,000 

$381,425,000 

$3,456,000 

4,591,000 

8,660,000 

407,000 

$23,417,437 
$77,664 

SELF-LIQUIDATING  BONDS' 

SAN  FRANCISCO  HARBOR 
IMPROVEMENT  FUND 

4% 
4% 

4% 

1985 

1989 

1952-78 

1985 

San  Francisco  Harbor  Improvement  of  1913 7  _ 
San  Francisco  Harbor  Improvement  of  1929  8  _ 

$550,000 
500,000 
147,000 

103,294 

246,817 

3,108 

$30,000,000 

$30,000,000 
30,000,000 
100,000,000 
100,000,000 
150,000,000 
175,000,000 

$1,197,000 

$11,689,000 

$29,775,000 

12,600,000 

23,260,000 

15,200,000 

8,500,000 

$17,114,000 

$225,000 
17,400,000 
76,740,000 
84,800,000 
141,500,000 
90,000,000 

$430,883 

VETERANS  FARM  AND 
HOME  BUILDING  FUND 

2K-3% 
2-2V2% 

m-4% 
m-2a% 

M-5% 

1937-56 
1947-66 
1949-71 
1952-72 
1954-75 
1957-75 

$85,000,000 

$585,000,000 

$85,000,000 

$89,335,000 

$410,665,000 

TOTALS  SELF-LIQUIDATING  BONDS 

$615,000,000 

$86,197,000 

$101,024,000 

$427,779,000 

$430,883 

TOTALS    ALL  BONDS    - - 

$1,224,300,000 

$216,197,000 

$198,899,000 

$809,204,000 
23,848,320 

$23,848,320 

Less:  Amounts  in  Sinking  Funds,   December 
SI,  1955,  Available  for  Payment  of  Principal. 

NET  BONDED  DEBT                        

$785,355,680 

1  There   is   $375,025    in   the    Sacramento    State   Building   Interest   and   Sinking  Fund   in  excess  of  the  amount  necessary  to   retire   all 

outstanding  bonds. 

2  Money  was  transferred  from  the  General  Fund  to  the  Bond  Sinking  Fund  of  1943  to  pay  the  principal  and  interest  on  these  issues 

to  final  maturity;  however,   $5,000,000  was  loaned  to  the  Highway  Fund  for  the  Golden  Gate  Bridge  and  Highway  District.  This 
loan  will  not  be  repaid  until  after  final  maturity  of  the  bonds. 

3  Money  is  transferred  from  the  Motor  Vehicle  License  Fee  Fund   to  the  General  Fund  in  the  amount  to  meet  the  annual  interest  and 

redemption  payments. 

4  Money  was  transferred  to  the  School  Board  Retirement  Fund  to  pay  part  of  the  annual  redemption  requirements  on  the  School  Build- 

ing Bonds.  In  addition,   repayments  from  school  districts  and  interest  earned  on  the  bond  funds  is  available  to  pay  part  of  the 
interest  and  redemption  payments. 

5  The  servicing  of  these  bonds  is  primarily  the  responsibility  of  the  San  Francisco  Harbor  Improvement  Fund  and  the  Veterans  Farm 

and  Home  Building  Fund  ;  however,  in  the  last  analysis  they  are  general  obligation  bonds. 

6  Callable  on  or  after  January  2,  1951,  in  the  amount  available  in  the  sinking  fund. 

7  Callable  on  or  after  January  2,   1955,  in  the  amount  available  in  the  sinking  fund. 

8  $500,000  callable  on  or  after  March  1,   1971. 

9  Callable  on  or  after  January  2,  1941,  in  the  amount  available  in   the  sinking  fund. 
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